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REFUNDING  FOREIGN  OBLIGATIONS, 


Committee  ox  Ways  and  Means, 

House  of  RiyBESENTATivES, 

Thursday,  October  6,  1921. 

The  committee  met  at  10  o'clock  a.  m.,  Hon.  Joseph  W.  Fordoey  (dbiairman) 
presiding. 

STATEMENT  OF  HON.  ANDREW  W.  MELLON,  SECRETARY  OF  THE 
TREASURY,  ACCOMPANIED  BY  MR.  EI-IOT  WADSWORTH,  ASSIST- 
ANT SECBETABY  IN  CHABOE  OF  FOREIGN  LOANBw 

The  CHAimrAX.  Mr.  Socrotary,  you  will  recall  that  yon  sent  np  a  draft  of  a 
bill,  one  of  which  was  sent  to  the  Finance  roniniirtee  and  one  to  this  connnittee. 
Senator  l*enrose  introduced  one  in  the  Senate  and  I  introduced  tlie  other  in 
the  House.  I  bel'eve  the  Finance  Committee  reported  out  th^r  bili  with  an 
amendment  which  limited  the  time  to  five  years. 

Secretary  Mellon.  Yes, 

The  Chatkman.  Now,  Mr.  Seci'otary,  will  you  be  kind  enough  to  tell  us,  in 
round  numbers,  what  these  leans  amount  to,  what  countries  they  are  with,  and 
the  proportion  owing  by  each  country,  and  the  exact  situation  in  reference  to 
them? 

Mr.  Hawley.  Mr.  Chairman,  that  informat'on  is  very  thoroughly  set  forth  in 
the  letter  which  is  ])efore  each  member  of  the  committee,  and  I  sujr.£:est  that  the 
letter  be  made  a  part  of  the  hearing  and  then  the  Secretary  can  coumjient  on  it. 

The  Chairman.  I  had  not  seen  that  letter. 

(The  letter  referred  to  is  as  follows:) 

The  White  House, 
Washington,  June  192L 

!My  Dear  Mk.  Fordney  :  I  am  inclosinj?  to  you  here\vith  a  copy  of  a  letter  which 
I  liave  received  from  the  Secretary  of  the  Treasury  relating  to  tlie  obligations  of 
foreign  Governments  to  the  United  States  which  arose  out  of  the  World  War 
and  our  participation  thereiiL  The  statement  is  a  comprehensive  one,  showing 
the  detailed  ohligations  which  are  owing  to  the  United  States,  and  the  Secretary 
points  out  the  urgent  necessity  of  broad  pow^  granted  by  the  Congress  for  the 
arrangement  for  the  refunding  or  conviM's'on  or  extensi<tn  of  the  time  of  payment 
of  principal  and  interest  on  these  obligations  and  the  adjustment  of  other  claims 
of  the  United  States  against  foreign  Governments.  All  the  circumstances  sug- 
gest the  grant  of  broad  powers  to  the  Secretary  of  the  Treasury  to  handle  this 
problem  in  such  a  manner  as  best  to  protect  the  interests  of  our  Oovemment. 

I  hope  your  committee  and,  the  Congress  will  find  it  consistent  promptly  to 
sanction  such  an  act  as  that  which  is  suggested  by  the  inclose^l  draft.  If  the 
Congress  will  promptly  sanction  such  a  grant  of  authority  the  Secretary  of  the 
Treasury  may  proceed  to  the  prompt  exercise  of  the  powers  granted  to  him,  and 
we  reasonably  may  expect  a  satisfactory  handling  of  the  obligations  due  and  tlie 
claims  of  our  Govemmrat  which  are  aumlting  settlement 
Sincerely,  yours, 

Wabben  G..Haiu)ing. 

Hon.  Joseph  W.  Fordney, 

Chairman  Ways  and  Means  Committee, 

House  of  Representatives, 


Treasi'ry  Department, 
Wa-Hhington.  -June  21.  1921. 
My  Dear  Mr.  President  :  I  desire  to  call  to  your  attention  the  situation  re- 
specting the  matter  of  the  refunding  of  ti»e  debt  of  foreign  Governmeats  to  the 
United  States  arising  out  of  the  European  war. 
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This  debt  as  now  held  summarized  is  as  follows: 

Obliirations  for  advances  made  under  the  various  Liberty 
bond  acts  i  $9, 435, 225. 329.24 

Oblipitions  received  from  the  American  relief  administra- 
tion  84,003,963.55 

Obligations  received  from  the  Secretary  of  War  and  ftoi^ 
the  Secretary  of  the  Navy  on  aceonnt  of  iSbe  sale  of  sur- 
plus war  materials   565, 048,  413.  80 

Obltgatious  held  by  the  United  iStates  Grain  Corporation —  56, 899, 879. 09 


Total  -   10,141,267,585.68 


Annexed  hereto  are  statements  lowing  in  detail  the  obligations  above  referred 
to,  giving,  as  to  each  class,  the  amount  owing  by  each  country  and,  in  the  case  of 
loans  from  the  proceeds  of  Liberty  loan  bonds,  the  amount  thereof  loaned  from 
the  proceeds  of  the  first  Liberty  loan  bonds  and  the  amount  from  subsequent  Lib- 
erty loan  bonds.  ■  . 

From  this  statement  it  will  be  seen  that  the  t>bligatjims  In  respect  of  loans 
frwn  the  pi<>ceeds  of  Liberty  bonds  are  all  demand  or  overdue  obligations,  wMle 
the  other  classes  referred  to  mature  at  various  dates,  beginninj?  June  30.  1921, 
and  extending  to  August  1,  1929.  The  obligations  mentioned  as  beiuLT  held  by  the 
United  States  (Jrain  Corporation  were  received  by  that  corporation  from  foreign 
(Jovei-nnients  on  account  of  tbe  sale  of  tlour  under  the  uct  of  March  30,  1920, 
As  they  may  at  any  time  be  turned  into  the  United  States  Treasury,  and  some  of 
them  mature  on  June  30  next,  they  are  included  here  so  that  they  may  be  dealt 
with  along  with  other  like  obligations. 

From  the  statement  it  will  also  be  seen  tbat  the  obligations  of  the  various 
classes  named  are  Ifirgely  owing  l>y  the  same  debtors;  that  is  to  say,  this  Gov- 
ernment in  tbe  refunding  of  the  various  classes  of  these  obligations  will  to  a  con- 
siderable extent  have  to  deal  with  the  same  Governments. 

.1  am  advised  that,  except  as  to  the  advances  made  out  of  the  proceeds  of  Lib- 
erty loan  bonds,  this  depailment  is  without  authority  to  consent  to  any  extension 
of  the  time  for  payment  of  the  principal  or  of  the  inerest  of  these  obligations  or 
to  proceed  w  tb  the  refuiid  ng  thereof.  As  to  tbe  advances  made  out  of  tbe  pro- 
ceeds of  l^iberty  loan  bonds,  tbe  existing  authority  ccmtains  such  diverse  pro- 
visions as  to  Interest  rates,  the  maturity,  and  other  terms  of  the  refunding 
bonds  that  may  be  accepted  by  the  department  as  maltes  it  difficult  to  fonnulate 
a  plan  whereby  tbe  interests  of  this  Oovermnent  m:iy  be  as  well  protected  and 
the  bonds  to  be  received  be  in  as  desirable  form  as  woidd  l>e  tbe  c;ise  if  the  entire 
debt  of  each  country  could  be  dealt  with  as  a  whole  and  free  from  such  restric- 
tions. *  tt 
•  In  some  cases  the  debtor  nations  owe  large  amounts  to  other  countries  as  well 
as  to  the  United  States,  and  it  may  be  advisaV)le,  and  in  some  cases  indeed  neces- 
sary, to  consider  comprehensively  the  entire  debt  of  such  countries.  tn(Mr  finan- 
cial condition  and  resources,  so  as  to  worlv  out  u  refunding,  plan  reasonably 
within  the  ability  of  such  countries  to  carry  out/ 

Ita  the  case  of  some  of  the  debtor  countries  it  is  impossible  for  them  to 
make  payment  of  their  obligations  as  they  now  mature.  It  is  impossible  for 
some  of  them  to  make  payment  of  the  maturing  interest.  To  insist  on  payment 
might  be  disastrous  to  tiie  peoples  of  siich  comi-tries;  and  besides  there  may 
have  to  l»e  given  considerati(m  to  the  bearing  of  the  adverse  foreign  exchange 
rates  existing  at  the  time  against  these  detotor  <k)untries  and  which  may  make 
ft  deferable  to  defer  paym«it  of  interest.  .   ,  .  .     ,  . 

Under  fhe  circumstances  I  haVe  hrielly  referred  to.  it  is.  I  tbmk,  clear  tliat 
by  reason  of  the  lack  <»f  any  auth(»rity  as  to  a  part  of  tbese  foreign  obligations 
and  the  restrictions  upon  tbe  existing  authority  as  to  the  others,  it  is  impossible 
in  any  refunding  uniier  the  varying  conditions  that  exist  to  deal. fairly /With 
the  debtor  coimtries  and  at  the  same  time  protect  the  interests  of  this  country. 
To  do  this  it  Is  essCTitial  that  the  departn.ient  have  full  authority  as  to  all 
such  foreign  indebtedness  to  determine  tbe  form  and  terniH  of  the  settlements 
and  of  the  refunding  obligations,  the  rate  or  rates  of  interest,  the  maturity 
<hues  and  the  v'vjiht  to  extend  the  tUue  f(u*  the  payment  of  interest  on  the 
indebtedm  ss  to  be  refunded.  It  is  also  of  importance  that  the  d^rtment 
BhonTd  have  adequate  authority  to  adjust  and  settle  claims  against  foreign 
Govwiments  which  are  not  in  the  fo]  ni  of  bonds  or  cbligations,  as  for  example 
tbedailR  for  costs  of  our  military  forces  of  occuiiation. 

I  bave  prepared  ;i  (h-aft  of  nn  act  of  Congress  to  accomplish  tbe  purpose 
<*«i*<*d  and,  yliould  you  trausnut  ibis  conununication  to  Congress,  shall  be  glad 
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to  appear  before  the  appropriate  committees  relative  to  the  situation  a&d  the 
necessity  for  the  authority  requested.  * 
Faithfully  yours, 

A*  W.  BIsujOn,  Beoreiarw. 

Tom  President, 

Tbe  White  Houae. 


'AtMunt  of  oWgations  of  foreifm  Gorrminvnts  hehl  by  the  Treasury  for  advances 

made  under  the  various  Liberty  bond  aeta. 


Conntry. 

First  Uberty 
bond  act. 

Subsequent 
liberty  bond 
acts. 

Total  Uberty 
bond  acts. 

Present 
interest 
rate. 

Matmity. 

Cute  . 

France  

Great  Britain — 

fcrWa  

Total 

18^  000,000100 

656,666,666.66 
1, 155,000,000.00 

175,000,000.00 
97, 500,00a  00 

i;fiO(^ooaoo 

$312,691,566.  23 
9,025,500.00 
61,255,206.74 
2,300,762,938.19 
3,  Oil,  318, 358. 4i 
15,000,000.00 
1,473,034,050.90 
26,000.00 
23,205,819.52 
90,229,750.00 
24,675,1811.^ 

1347,691,566. 23 
9,025,^00 
61,2S6,»a.74 
2,950,762,938. 19 
4, 166,318,358.44 
15,000,000.00 
1,648,034,050.90 
26,000.00 
23,205,819.52 
187,720,750.00 

ao»i7&,iao.22 

PercaU, 

5 
5 

a 

'  5 
5 
5 
5 
5 
5 
5 
5 

Demand  orovaidnai 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 

• 

12,114,000,000.00  1  7,321,225,329.24 

9,435,225,320.24 

I  Ad^anees  np  to  Sept.  34,  iM7. 

Obligatiom  received  from  the  Secretary  of  War  and  fmm  the  Secretary  of  the 
Navy  on  account  of  sale  of  surplus  war  materials. 


Belgfnni.,. 


Czechoslovakia. 


Estbooia. 

France . . . 
Latvia... 
Lithuania 
Poiaad... 


Principal 
amount 
payable. 


$19,000, 000.00 
8,392,097. 57 
106,488.57 


5,ooo,ooaoo 

5,000.000.00 
4,902,994.94 
2, 464, 95a  38 

1,291,903.  R5 
1,962,145. 37 


5,ooo,ooaoo 
5,ooo,ooaoo 

2.213,377.88 


Rumania. 


Russia  

Serbs,  Croats,  and  Slovenes. 


TotaL 


400,000, 
2,521, 
4, 159, 
$10,000, 
10, 000, 
10,000, 
10,000, 
7,890, 
5,536, 
3J941, 


000.00 
869.32 
491.96 
000.00 
000.00 
000.00 
000.00 
939.27 
867.  71 
803.61 
100.66 


5, 000,000.00 
5, 000,000.00 
2,922, 675. 42 


406,082.30 
5, 000, 000. 00 
5,000,000.00 
10, 000, 000. 00 
50, 350. 28 
281,205. 51 
4,646,465.20 


Total. 


$27,588,581. 14 


a0,fl21,9»154 


12,213. 377.88 
400, 000, 000. 00 
2,521,869.32 
4, 159,491.96 


Date  of 

obUcatiorL. 


Apr.  10,1919 
AlJg.  5,1919 
Aug.  21,1019 


May 
June 
Aug. 
Oct. 
Feb. 
May 


29, 1919 

15, 1919 
10. 1919 
14, 1919 
10,1920 
1,1920 


June  6, 1919 
June  11,1919 
June  20,1919 

Aug.  1,1919 
June  28,1919 

 do  

June  3,1919 

 do  


50, 636, 32a  25 


12,923,675.42 
406,082.30 


24, 978.020.  O-:) 
565,018,418.00 


July 
July 
July 

Oct. 
Oct. 


19, 1919 
22, 1919 
31, 1919 
1,1919 
15, 1919 


Apr.  22,1990 

Janie  27,1919 

 do  

Aug.  13,1919 


Aug.  8,1919 
June  13,1919 

Aug.  30,  mo 

 do  

Dec.  20,1919 
Apr.  15,1920 
Apr.  29,1920 


Date  of 
matiBrtt^* 


Apr.  10.1922 
Aug.  5,1922 
Aug.  21,1022 

June  30,1922 

June  30,1923 
June  30,1924 
Oct.  14,1922 
Jan.  28,1923 
June  30,1925 

June  30,1922 
June  30, 1923 
June  30(1924 


Aug.  1, 
June  30, 

 do-. 

June  22. 
June  30, 
June  30, 

 do... 

 do... 

Oct.  1, 
Oct.  15, 
Bfar.  27, 


1929 
1922 

1922' 
1923 
1924 


Intefeat 
tale. 


1925 
1925 
1026 


June  30,1922 
June  30, 1923 
June  30,1924 

June  30,1922 
 do...  

June  30,1923 
June  30, 1924 

 do  

Apr.  15,1924 
June  30,1025 


Peremt, 

5 
5 

a 
s 

5 
5 

6 

5 
5 
5 

5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
$ 

5 
5 
S 

5 
5 
5 
5 
5 
5 
5 
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Obligations  held  by  the  United  States  Grain  Corporation, 


Country. 


AnneniflL. 


Austria.  , 

Czcchosloralda, 

Hungary  

Poland  


J**  I" 


Total. 


Principal 
amount 
payable. 


$793, 

472. 

748, 
129, 
949, 
181, 


733.40 
533.00 
190.00 
725. 00 
405.00 
665.11 
253.83' 


Total. 


24,055, 
2,873, 
1,685, 
6>^2, 
146. 
2,146, 
9S1, 
1,606, 
1,0S4, 
804, 
951, 

82R, 
455, 
759, 
448, 
68, 
47, 
30, 
62, 
12,152, 


708.92 
238.25 
835.61 
147. 50 
632.  50 
539.37 
975.80 
60&.06 
133.66 
591.99 
392.04 
319.34 
633.04 
966. 9S 
134.29 
331*^ 
563.18 
377.06 
720.85 
196.98 
279.75 


$3,931,505.34 
24,055,708.92 
2, 873,  m  25 
1,685,835. 61 


24,353,590.97 


56,  S99, 879. 09 


0a<o  of 
obliguiioii. 


Nov. 

Nov. 

Dec. 

Jan. 

Jan. 

May 

June 

Sept. 

July 

May 

Dec. 

Dec. 

Mar. 

Mar. 

Mar. 

Apr. 

Apr. 

Apr. 

Apr. 

Apr. 

May 

May 

May 

May 

June 

July 

July 

July 


26, 1919 
1919 
10. 1919 
26, 1920 
29, 1920 
20, 1920 
17, 19^ 

4, 1920 
30, 1920 
29, 1920 
1, 1919 
19, 1919 
12, 1920 
22.1920 
26. 1920 
2. 1920 
9, 1920 
13, 1920 
23, 1920 
26, 1920 
10, 1920 
12, 1920 
13,1920 
14, 1920 
2, 1920 
7, 1920 
34, 1920 
13,1920 


Date  of 
maturity. 


June  30,1921 
 do:...... 

 do  

 do  

 do  

 do  

 do  

Jan.  21,1925 
Jan,  1,1925 

 do  

June  30,1921 

 do  

 do  

.....do.....:. 

 do  

 do  

 do  

 do  

 do  

 do  

 do  

 do  

 do  

.....do  

 do  

 do  

 do  

 do. 


Interest 


5 
5 
5 
5 
5 
5 
5 

6 

6 
5 
5 
5 
5 

5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
6 


0}MgaUon$  r&oetve^  by  the  Treasury  from  the  Americm  Belief  AdnUnUtratim, 


OoQDtcy. 


Principal 

amount 
payable. 

Total. 

I>ate  of 
obligation. 

$8,028,412.15 
6,428,089. 19 
1,785,767.72 

3,289,276. 98 
4,992,649.19 

$8,028,412. 15 
6,428,089. 19 
1,785,767.72 

June  30, 1919 

 do  

Auir.  11, 1919 

June  :J0,1919 
July  1,1920 

8,281,926.17 
2,610,417.82 
822,m07 

2,610,417.82 

822,  mar 

io,ooo,ooaoo 
io,ooo,ooaoo 

31,971,71^.36 

June  30,1919 
 do  

 do  

 do  

 do.  

51,671,749.36 
4,465,465.07 

July   1, 1919 

4,465,465. 07 

84, 093,963.55 

Date  of 
maturity. 


Interest 
rate. 


Armoma  

Czeclio3io?aiua  

F'Sthonla  ^  

nnland.....  


Latvia — 
liithoania 
fiotend.... 


Russia  

Total. 


June  30,  1921 
June  30,  1923 
June  30,1921 

 do  

 do  


 do  

 do  

 do  

June  30,1922 
June  30,1923 

June  30,1921 


Per  cent, 
5 
5 
6 
5 
h 

6 
5 
ft 


The  Chaibmas.  Mr.  Secretary,  the  committee  wlU  be  glad  to  hear  anything 

you  have  to  say  in  reference  to  tliis  matter.  It  is  of  f^reat  importance  to  our 
Government  that  someth  n^  he  done  in  the  sertleiuent  <»f  these  chtims. 

Secretary  ]\Jellox.  Yes;  it  is  vei'y  necessary,  because  we  liave  not  autliority 
to  tivat  with  the  different  countries.  The  only  authority  wliicli  exists  is  that 
given  in  the  liberty  loan  act,  and  that  makes  a  different  program  for  each 
country  according  to  where  the  money  came  from;  that  Is,  each  Liberty 
loan  act  iii'escribes  or  drives  authority  to  refund  the.-e  Unins  to  tlie  same  extent 
as  the  h(>n<ls  provideti,  from  which  the  money  came  that  was  loaned  to  the 
forei^^ii  Governments;  and  there  are  lesser  loans  to  Uie  smaller  Governments, 
where  we  have  not  any  authority  to  give  them  any  time,  and  those  are  overdue. 

The  Chaibhan.  Those  accounts  are  past  due  now? 


E^rPI^DlNG  PORJilGN  OBLIGATIONS,  7 

Secretary  Mellon.  Yes.  . 
'  ^he  Ohaibman.  And  there  Is  ho  authority  of  law  ipr  ^extepding  those  claims 
for  any  length  of  time?  . 

.  iSecretary  Mellon.  No.  The  Treasury  is  without  any' authority  to  give  thera 
any  extension,  and  those  countries  are  utterly  unable  to  make  payments  at  thi^ 
time,  so  it  is  just  a  deadlock.  -     -  .  .  .     ,    .        .  .  • 

Mr,  Hawley.  And  it  was  not  the  intention  of  pur  Government,  to  demand,  psiy- 
ihent  at  this  time  when  we  in^de  the  loans? 

Secretary  MEaux>N.  No. 

Mr.  Hawley.  We  anticipated  extendinsr  them  oyer  a  period  Qf.^e^j^ 2^  . 

Secretary  Mellon.  That  was  undoubtedly  the  intention.,  '  '         !  i; 

Mr.  Tbeadway.  INIr.  Secretary,  what  information  lias  reached  you  as  to.th^ 
probable  payment;  that  i$,  wllen  thejr  are  likely  to  get  into  a  condl^on  w^er^ 
they  can  pay  on  the  principal  or  the  interest ?  ' 

Secretary  IMellon.  You  are  referring?  now  to  these  minor  loans? 

Mr.  Treadway.  I  was  refexrin.u  mof*ja  paftlcu]4IL^  Jto  yofir  stat^eut  pu.page 
4;  that  paragraph, in  .which  you  say:  '  .  /  -  . 

"  In  the  casi^of  some  of  the  debtor  counti^iesitls  impossible  for. them  to  make 
payment  of  their  obligations  a^.  tti*^  now  ]aiaty^  It  is  imposidble  for  some  of 
them  to  make  payment  of  the  maturipg.int(^rept..*..  r.    .  .  •> 

Has  there  been  any  further  information,  reaching  j^ou  of.j|^  fpi^^  definite 
nature  both  as  to  payment  of  principal  and  interest? 

Secretary  Melix)n.  Not  anything  since,  this  stateuieut  was  made;  but  from  all 
the  information  that  we  have  relating  to  tiie  affairs  pf  these,  governments,  we 
know  that— at  least  with  most  of  th«a>— 'It  iMill  be  utterly  Smiiossible  for  th^ 
lUIW  to  meet  the  payments.  .., 

Mr!  Treadway.  Even  the  maturing  interest.  '  ..V 

Secretary  Mellon.  I  would  not  say  as  to  the  maturing  interest.  Th^  are 
some  cases  where  they  might  be  able  to  pay  interest 

Mr.  WAnswoBTH.  The  difficulty  with  most  of  these  countries,  particularly  the 
smaller  ones  who.bolrowed  money  for  relief  supplies  and  who  gave  their  notes 
for  the  purchase  of  surplus  Army  and  Navy  supplies — that  is,  the  small 
eastern  European  countries,  is  that  their  currency  has  been  steadily  dei)reciat- 
ing  as  compared  to  the  dollar.  So  that  to-day  the  Polish  mark,  wWcli  at  one 
time  was  worth  perhaps  50  to  the  dollar  is  now  5,000  to  the  dollar;  and,  of 
course,  that  makes  it  nnich  more  difficult  for  them  to  pay  us  In  dollars,  because 
the  only  thing  they  have  to  pay  debts  with  is  their  own  money. 

Mr.  Treadway.  That  would  apply  more  particularly  to  the  "  obligations  re- 
ceived from  the  Secretary  of  War  and  from  the  Secretary  of  the  Navy  on  ac- 
ooimt  of  the  sale  of  Burplns  war  materials,"  to  which  you  itiE^  in  this  same 
letter. 

Secretary  Mellon.  And  the  relief  supplies. 

Mr.  Oldfield.  IVIr.  Secretary,  you  do  not  expect  any  authorization  from  Con- 
gress to  collect  this  money  in  anything  except  American  dollars? 

Secretary  Mejxon.  No ;  but  those  countries  will  have  to  be  givra  time  and 
$ome  arrangement  made  by  which  some  time  in  tSie  future  they  will  commence 

to  make  payments. 

Mr.  Oldfield.  Of  course,  it  will  he  in  American  dollars. 

Secretary  IVIellon.  It  will  he  utterly  impossible  to  enforce  any  payment 
there  because  they  have  no  gold.  The  only  possible  way  they  could  make  any 
payments  at  the  preset  time  would  be  In  commodities;  or  something  tn  tiiat 
direction. 

ISIr.  Wadsworth.  To  answer  your  question  directly,  there  is  no  authority 
here  for  us  to  take  the  bonds  payable  in  some  other  currencies, 

Mr.  Oldfield.  Other  than  our  own. 

Mr.  Wadswokth.  Other  ttmn  our  own. 

Mr.  Ou>FnELD.  Do  yon  want  any  authority  other  than  tliat? 

Secretary  Mellon.  Oh,  no.  This  proposed  measure  does  not  erarisemplate  any 
kind  of  payment  other  than  in  American  dollars. 

Mr.  Y'oiTNG.  What  you  recommend  is  the  language  found  tn  the  act  sug- 
gested on  page  7.   That  is  w^hat  you  recommend,  is  it  not? 

Secretary  Mbixon.  Yes. 

Mr.  Hawley.  Are  the  terms  and  conditions  under  which  those  people  abroad 
will  repay  their  loans  so  indefinite  as  tq  make  it  imposs  l)le  to  prescribe  in 
legislation  the  terms  and  the  periods  for  which  their  ohligaLluiis  should  run? 

Secretary  Mellon,  Yes.  • 
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Mr.  Hawley.  I  notice  in  thin  bill  it  is  left  entirely  to  (he  Sjtetetary  6f  the 
Treasury  or  to  the  Treasury  Department  to  determine  how  loiig  any  bonjJ 
shiill  run,  when  payments  shall  be  made,  the  rates  of  interest  to  be  paid,  and 
when  extensions  shall  be  grfinted*  Do  you  think  such  wide  jpower  as  that  is 
necessary?  -       .        .  . 

Sei^tary  Hbllon.  Yes.  Ton  see,  it  would  be  dtterly  tmposslble  notp  to 
BUdEe  any  schedule  of  payinents,  because  it  depends  in  eilch  bouiitry  upon  the 
eiHiditions  there  existing;  and.  l)e>;ides.  these  countries  not  only  owe  us  but 
they  als<^  owe  some  of  the  other  countries  of  the  Allied  Powers.  For  instance, 
you  may  take  one  of  those  countries  that  owes  money  to  our  Government,  they 
also  owe,  perhaps,  money  to  the  British  Govei^iuent  and  to  the  frehch  6<>v- 
ernmcmt,  etc.  Notr,  to  a  certain  extent  in  arrtiQ^tig  for  the  paytnent  of  the 
indebtedness,  we  liave  to  consider  tlielr  indebtedness  to  thei^e  other  countries, 
because,  for  instance,  it  is  conceiYal)le  that  one  of  those  Governments 
might  endeavor  to  enforce  some  terms  of  payment  that  would  be  to  our  dis- 
advantage; that  is,  that  would  be  requiring  payment  ahead  of  our  payment, 
or  possibly  requiring  some  kind  of  security  which,  If  it  w^re  given,  tUlf^ 
leave  that  country  without  re{«ources  to  giVe  us  se<*urfty.  So  that  we  have  to 
work,  to  a  certain  extent,  or  have  an  understanding  to  some  extent,  with  the 
other  creditor  nations  of  those  i>owers  in  oi'der  to  work  o.Ut  fionie  ioyder^ 
plan  by  which  they  can  some  time  meet  these  paynients. 

Mr.  Treadway.  Are  the  conditions  better  in  the  princt^fft  .'tifl^tdhs^  likci 
France,  Great  Britain,  and  Italy,  for  payment  than  th  the  "litttkller  <^^;mei:le8 
to  which  you  have  previous^T  lAefl^E^ned? 

Secretary  Mellon.  Oh,  yes. 

Mr.  TuKAowAY.  There  is  more  likelihood  then  of  their  meeting  their  obliga- 
tions with  a  certain  degree  of  promptness  than  where  the  indebtedness  is 
smaller.  *  ,  " 

Secretary  Meixon,  Yes ;  ft  is  a  clearer  proposition  for  tliem. 

Mr,  Watson,  Mr.  Secretary,  mfty  I  ask  you  a  question  here?  In  the  bill 
presented  by  Mr.  Fordney  it  is  stated :  Giving  the  iTnited  States  power  "  to 
adjust  and  settle  any  and  all  claims  not  now  represented  by  bonds  or  obliga- 
tions." One  would  infer  from  tliat  that  some  obligations  have  already  been 
settled  by  bonds;  is  that  correct 

Secretary  Mis^IjON.  No;  I  think  not. 

Mr,  Watson.  I  refer  to  the  last  six  lines  on  page  7  giving  power*  to  the 
United  States  "  to  adjust  and  settle  any  and  all  claims,  not  now  represented 
by  bonds  or  obligations,  which  the  United  States  of  America  now  has  or  here- 
after may  have  against  any  foreign  Government  and  to  accept  securities  there- 
for.*' One  nsight  infer  from  reading  that,  that  some  of  the  obligations  have 
already  been  settled  by  bonds. 

Mr.  Wadsworth.  I  might  say  on  that  that  there  are  a  number  of  special 
agreements  that  were  made  when  these  loans  were  made.  For  instance,  a  relief 
loan  was  made  to  Austria  two  years  ago  by  Italy,  France,  and  England.  Sixteen 
million  dollars  was  advancd  by  each  of  these  countries  out  of  advances  received 
from  the  United  States.  A  joint  claim  or  Hen  was  talten  upon  certain  assets  of 
Austria  at  this  time  by  these  countries,  and  it  was  agreed  that  ai«r  payments 
whicb  Austria  might  make  under  this  lien  to  Italy,  France,  or  Great  Britain 
should  be  paid  over  to  the  United  States  to  be  applied  on  the  obligations  of  thpse 
countries  for  the  advances  made  for  such  relief. 

JVIr.  Watson.  Were  they  in  the  nature  of  bonds? 

fttf.  Wadsworth.  The  Austrian  OoTemment  gave  a  lien  oa  eertidn  forests 
and  salt  mines  and  other  things. 

Mr.  Watson.  A  sort  of  mortgage,  then. 

:\rr.  Wadsworth.  A  soit  of  mortgage,  which  was  taken  by  this  joint  operation 
wliich  went  to  the  relief  of  Austria  just  six  months  after  the  armistice.  That 
stands  out  to-dav.  and  that  lien  is  still  there,  and  there  is  no  authority  in  this 
Government  to-itoy  to  release  that  llm  to  the  interest  ^  the  Austrian  financial 
Mtnfitloii  so  that  th^  can  get  some  moare  Mwrny  to  go  cm  with  or  to  bfuy  raw 
materials. 

Mr.  AVatson.  Of  course,  it  bears  interest  at  5  per  cent,  probably. 
Mr.  Wadswokth.  It  bears  interest. 

Mr.  Watsox.  Would  that  give  you  authority  to  fweclose  and  sell,  for  instant 

the  forest  lands?  ^  ^ 

Mr,  Wadsworth.  It  woold  in  rfvil  life.  I  do  not  know  Just  bow  yov  wottW 

fbfeclose  it  poiitleally. 
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Mr.  Frear.  Or  how  you  would  exercise  control  of  your  security. 

Mr.  Wadsworth.  I  do  not  Itnow  about  that  The  difficulty  is  to-day  Uttl 
there  is  a  movement  on  to  bilng  relief  to  Atistiia.  THe  other  nations,  so  we 
read  in  the  papers,  have  already  agreed  to  release  that  lien  In  order  that 
Austria  may,  practically  on  a  reorganization  basis,  have  its  assets  to  make  a  new 
loan.  There  is  no  authority  in  anybody  in  this  Government  to  release  our 
t)6sition.  Therefore,  while  all  the  other  creditors  agree  to  release,  we  stand  out, 
holding  this  prior  lieu,  aud  the  relief  plan  that  was  worked  out-- — 

Mr.  WAfsbN.  DoeiB  your  Qepartment  suggest  that  we  release  them  and  take 
other  obligations?  Of  course,  Austrian  bonds  would  not  be  very  valuable  now. 

Mr.  Wadsworth.  N<».  We  would  not  take  other  obligations.  We  might  re- 
lease our  lien,  if  all  the  others  did.  if  it  seemed  to  the  best  interest  of  our 
<lebtor  that  they  should  use  these  liens  to  borrow  some  other  money  in  order 
to  get  going. 

Mr.  YotJNG.  But  you  would  not  surrender  your  obligiation. 
lifr.  WAbswoRTH.*  Oh,  no ;  but  we  woiUd  have  the  ri^t  niider  this  Iiinguage  to 
ta^e  a  new  obligation. 
Mr.  Young.  Austria  would  still  owe  you  that  amount. 
Mr.  Wadsworth.  Yes. 

Secretary  MHa:Jx>N.  In  other  words,  we  need  authority  to  Join  with  the  other 
countries  in  making  some  practical  arrangiuneot  in  A^ria.  As  it  is,  it  is  just 
■a  deadlock  and  nothing  can  be  done. 

Mr.  Young.  In,  other  words,  you  want  to  give  your  debtor  a  chance  to  make 
:Soipe  money.     *  * 

Mr  'VylAcis WoiwH .  That  is  it* 

Mr!  Watson.  Is  Au^a  flie  «ily  cbnatry  ha  wliicli  you  hiBfve  liens  against 
-^hblic  properties? 

Mr.  Wadsworth.  We  have  liens  in  certain  other  countries  against  nny  repa- 
ration paynients  whicli  they  may  receive,  and  which  we  have  no  authority  to 
Hieal  with  in  conjunction  with  the  other  countrtes  who  aI6o  hhve  sinlilar  llenis; 
We  do  not  know  that  we  will  ever  be  asked  to  give  tbSa  up  but  If  they  reor- 
ganize their  finances  

Mr.  Oldfteld  (interposing).  This  bill  also  provides  for  the  trading  or  ex- 
changing of  the  bonds  of  one  country  for  the  bonds  of  another  country;  for 
instance,  the  British  for  the  French  or  the  French  for  the  Austrian. 

Secretary  Mellon.  In  regard  to  that,  there  Is  not  any  particular  place  where 
'We  expect  that  to  apply.  It  was  idmply  thought  desirable  to  have  broad  au- 
thority so  that  if  some  contingency  arose  that  would  require  mi  exchange  of 
that  Icind.  we  would  be  in  position  to  act  on  it.  For  instance,  say,  in  Austna, 
there  may  be,  in  joining  with  these  oth(»r  nati(tus,  some  other  security  we 
could  take  in  exchange  that  might  be  better  than  the  position  we  are  in  noW, 
We  have  not  anything  in  contemplation  and  there  is  not  any  contingency  of 
that  MiAd  that  we  anticipate  at  all,  but  here  are  complicated  neijotiatlons  virlth 
a  variety  of  Governments,  and  almost  any  contingency  is  liable  to  arise,  and 
therefore,  it  is  desirable,  and  likely  essential,  to  have  that  authority. 

Mr.  Oldfield.  You  have  made  that  just  about  as  broad  as  it  could  be  made, 
Mr.  Secretary. 

9e^retary  Meuon.  Yes. 

Mr.  'FnAB.  In  other  words,  there  is  no  limitation  whatsoever  upon  your  acte 
Tinder  this  language,  either  as  to  the  rate  of  interest  or  the  time  of  maturity  of 
the  obligations,  or  anything  of  that  kind,,  is  there,  Mr.  Secretary? 

Secretary  Mellon.  No.  '  '  ,  . 

Mr.  TuEADWAY.  In  that  connection,  Mr.  Secretary,  would  it  be  fea^ble  in 
funding  these  debts  into  long-time  obligations,  to  make  it  a  provisimi  of  smft 
refunding  that  the  interest  should  he  paid? 

Secretory  Mmxon.  That  is  a  part  o^  the  refunding.  You  alwaj  s  provide  for 

that.  ^  ^    «  ^ 

Mr.  Trkadway.  But  my  point  is  to  liisfst  on  its  payment  We  are  not  collect- 
ing interest  to-day  on  these  obligattons  from  anybody,  are  we? 
Mr.  Sawley.  England. 

Secretary  Mellon.  On  some  parts  of  these  (^ehts  the  interest  is  being  paid. 
■Por  instance,  the  French  Government  is  paying  the  interest  on  $400,000,000  of 
obligations  tliat  we  have. 

The  Chairman.  For  the  purchase  of  vrar  smiiilles? 

SecretaiT  MstxoK.  Yes, 
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Mr.  Tkkadm'Ay.  Out  of  the  amount  that  we  liavo  furnished  them  hi  cash  fx'ora 
tlie  sale  of  Liberty  bonds  to  our  own  peoi»le,  shuwiii;^  a  total  indebtedu^s  to 
us  of  $2,950,000,000  and  over,  no  interest  being:  paid  on  that?      .  , 

Secretary  Mellon,  No,  sir.  .  ' 

Mr.  Hawley.  We  espc^eialiy  agreed  as  to  that. 

Mr.  Tkkadway.  ^ly  theui;Iit  is  whether  it  would  he  feasible  to  ineUnle  iu  this 
refunding  scheme  a  provision  requiring  that  that  interest  sUoul(J  be  annually 

paid.  .       :       ."  . 

.  Secretary  Mkexon.  That  is  e^caetly  what  this  refunding  proposes  to  do.  The 
whole  thing  is  this,  that  each  Govermn^t  owes  a.  certain  amount  of  money 
upon  which  it  is  necessary  to  make  an  agreement  in  w^hich  they  will  say  in 
writing  how  that  principal  and  how  that  interest  shall  be  paid,  and  in  -thatr 
of  course,  will  be  the  stipulation  .as  to  the  payment  of  interest.  .  \.  , 

Mr.  Tkeadwat.  Do  you  think  that  we  would  be  in  any  better  position  t^ 
enforce  the  d«nand  than  we  are  now?  In  other  words,  the  interest  is  long 
overdue,  and  if  we  start  a  new  s^))bemfi  .wiU  the  int^eet  contii^ne  to  itocpmidate 
as  it  has  in  the  past?    '       *  '  > 

The  Chairman.  Mr,  Treadway,  if  I  am  correct,  we  now  hold  the  demand  .wli- 
gations  of  all  these  CtovemmCTts.  • 

Mr.  TacADWAY,  Yes,  sit. 

The  Ohaibman.  When  tlie  loans  were  made  under  the  ac(  authoriring-tbe 
loans  it  was  hitiMided  that  we  should  take  time  obligations.  . 

Secretary  Mellon.  Yes,  sir. 

Tlie  CiiAiKMAN.  For  whatever  our  bonds  were  issued  for  on  which  we  borrowed 
the  money  we  took  demand  obligations  for  the  reason,  as  was  explained  by  Mr, 
MeAdoo  before  the  committee  at  one  time,  we  did  not  know  how  much  money 
Ave  would  loan  those  people  and  we  did  not  know  how  much  interest  we  would 
have  to  pay  at  home  to  get  the  money,  and  it  was  agn-ed  between  the  Treasury 
Dejjartnient  and  the  foreign  Governmeuts  that  our  Government  would  take  time 
obUgations,  and  when  the  final  loans  were  completed,  ail  the  loans  were  com- 
pleted, and  the  war  was  over,  that  then  we  wouhl  change  those  demand  oblir 
gati"ns  hito  time  obligations.  The  rate  of  interest,  i^er  cent,  liad  l)een  agreed 
uixni  wh  ch  was  then  the  rate  that  we  were  paying  to  borrow  the  money.  The 
reason  that  it  was  made  5  per  cent  was  because  we  did  not  know  liow  much  we 
wovUd  have  to  pay  for  interest  before  we  got  through  with  the  war  and  it  was 
agreed  that  the  foreign  Gk>Temm^ts  should  pay  5  per  cent. 

Mr.  TsBiu>WAT«  Tb^  have  never  paid  the  int^est;  thatls  the  point  tihat  I  am 
lOaking. 

The  Chairman.  Our  Government  by  some  agreement  postponed  the  payment 
of  the  interest  for  three  years.  Mr.  Davis  came  before  us  and  asked  for  the 
rate  that  existed  in  the  law. 

Mr.  Hawuy.  They  stated  at  the  hearing  that  they  had  that  authority. 

Mr.  Oldfield.  They  stated  that  they  would  not  do  that  unless  it  was  indorsed. 

Mr.  Treadway.  We  took  no  action. 

The  Chairman.  They  w^anted  us  to  take  action,  but  we  did  not. 
Mr.  Oldfield.  They  stated  that  they  would  not  take  action  unless  w^  agreed 
with  l^em. 

The  Chairman.  Was  there  an  understanding  arrived  at  between  our  Treas- 
ury Department  and  these  foreign  Governments  that  the  payment  of  the 
interest  should  be  extended  for  three  yeai'S? 

Secretary  MfXLON.  Yes,  sir. 

The  Chaieman.  That  was  agreed  upon? 

Secretary  Mellon.  Yes,  sir. 

Mr.  Young.  When  was  that  done? 

The  CuAuuiAif.  At  the  time,  I  presume,  that  Mr.  Davis  was  befoi'e  the  com- 
mittee. 

Mr.  Wadsworth.  In  the  spring  of  1919. 

Mr.  Oldfiexd.  I  should  like  to  inquire  whether  the  Secretary  took  that  action? 

Secretary  Mellon.  The  foreign  Governments  were  advised  that  they  could 
defer  the  payment  of  interest  "  for  two  or  three  years."  Tliat  was  the  wording 

of  it. 

Mr.  FuEAB.  Does  it  provide  there  for  the  rate  of  interest  at  5  per  cent  as 
stated  by  the  clmirman?  I  wonder,  if  so,  where  that  agreement  exists? 

The  Chairman.  That  was  when  the  loans  were  lii  st  made. 

Mr.  Frkar.  Where  can  that  agreeuient  he  found  in  the  record? 

The  Chairman.  I  do  not  kuow,  Mr,  McAdoo  Stated  that  before  the  com- 
mittee. 
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JVIr.  Wadswouth.  >ray  I  explain  that?    ,   ......  , 

The  Chaikman,  Yes,  sir;  please  explain  also  tliat  after  they  e^t^ded  the 
^time  for  tlie  payment  of  this  interest  tfa%  fCMr  two  years  after  the  three  Jjears 
lapsed  the  foreign  Governments  were  to  pay  5i  per  ceiKt;and  ithe'-sacce^dii^  two 
years  G  and  6^  per  cent  and  then  drop  l>ack. 

Mr.  Tkeadway.  That  was  the  scheme  that  he  wanted  to  put  into  eifect 

The  Chairman.  That  was  his  suggestion  to  us., 

Mr,  WApswoBTH.  That  agreement  was>  never  carried  through^ 

iVIr.  <  >LDFBEaj>,  That  was  never  carried  out? 

Mr.  Wadsworth.  That  Avas  the  t(nitative  negotiation  that  was  spoken  of.  The 
rate  of  interest  at  5  \\ev  cvnt  was  arr.ved  at  pend  nu:  d  fferent  nt»gotiations  for 
this  reason.  We  put  out  3.5  per  cent  bonds  entirely  noutjixabie  which,  of  course, 
cost  .this  GovOTiment  more  than  3.5  per  cent,  because  they  are  held  by  indi- 
viduals who!  pay  income  tax.  Then  some  of  tlie  later  issues  are  nontaxable  in  the 
hands  of  holders  up  oo  $5/)00.  Timt  cost  us  actually  more  than  the  rate  of 
interest  w*'  pay. 

Mr.  Frkar.  There  is  an  understanding/that  they  are  paying  5  per  cent  i^ow? 
'   Mf.  Wadswoeth.  Yes,  sir.  '  "  . 

Mr.  Fbeab..  In  what  form  is  that,  in  a  memorandum  with  these  foreign  Gov:- 
ernments? 

Mr.  Wadsworth.  I  think  we  exchanged  letters  with  them  all. 

]\Tr.  1  REAR.  Has  that  been  put  into  any  hearings  of  the  Senate  Finance  Com- 
mittee? . 
*  Mr.  WiikMwoBTH.  No;  it  has  not.  I  am  not  sure  whetlier  that  is  an  accept^ 
arrangement.   They  have  accepted  the  liability  of  5  per  cent  for  several  years. 

Mr.  Frear.  In  what  form  have  they  acc^ted  that  rate  through  tliis  corre- 
spondence; they  have  not  paid  tlie  interest? 

Mr.  Wauswokth.  Up  to  the  sjjring  of  1919  they  imid  the  interest. 

Mr.  Fb£ab.  On  the  entire  lo^n? 

Mr.  Waoswobth.  Yes,  sir*   That  was,  of.  course,  paid  ^ut  ci  mr  adTanees, 

and  it  was  paid  at  the  rate  of  5  per  cent. 

Mr.  Frear.  In  other  words,  we  gave  them  that  much  le^s  iu  cash  or  credit? 
Mr.  Wadsworth.  Yes.  sir. 

Mr.  Freab.  In  other  words,  since  1919  the  interest  accoupt  l^as  been  accnnm^ 
lattng?  ... 
Mr.  WAnawOBTK.  Practically  in  all  cases. 

The  Chairman.  Please  put  into  the  hearings  such  communications  as  you 
have  tliat  Mr.  Frear  speaks  of  by  which  the  arrangement  was  made  tliat  the 
rate  of  interest  should  be  5  per  cent,  and  the  extension  of  time. 

Mr.  Wadswoeth.  I  will  look  that  up. 

Mr.  FreaRw  And  the  present  status  of  the  loans? 

Mr.  Wadsworth.  I  understand  there  is  no  i^u^stiw  on  the  part  of  the  debtors 

that  5  per  lent  is  the  rate. 

Mr.  Frear.  What  Governments  did  i)ay  the  interest  in  1919,  if  you  Icaow? 
Mr.  Tkeadway.  Suppose  you  look  that  whole  matter  up. 
Secretary  Meixon.  There  is  a  staten^t  showing  that 

Mr.  Wadswoeth.  Belgium,  Czechoeilovakia,  France,  Great  Britain^  Italy, 

Liberia,  Rumania,  Russia,  and  Serbia. 
Mr.  Young.  What  are  you  reading  from? 

Mr.  Wadsworth,  The  annual  report  of  the  Secretary  of  the  Treasury. 
Mr.  Fbeab.  Has  that  been  placed  in  the  liearings? 

Mr.  Wadswoeth.  Yes,  sir;  in  the  hearings  befdre  the  Finance  Committee  of 

the  Senate.  '  .  _ 

Mr.  Young.  Which  Secretary? 
Mr.  Wadsworth.  The  Secretary  of  tlie  Treasury. 
Mr.  YoxTNG.  Mr.  Houston? 

Mr.  WAnswoBTH,  There  were  two  secretaries  in  office  during  that  tinie.  In 
the  hearings  before  the  Fhianee  Conuntttee  we  presented  aU  of  these  flgures 

in  detail. 

The  CHAUiMAij,  Be  kind  enovgh  to  place  them  in  the  hearings  before  this 
committee. 
Mr,  Wadswoeth.  I  will  do  so. 

(The  matter  aI>ove  referred  to  was  later  supplied  by  Mr.  .WAdfjworth  and  is 
here  printed  in  full  as  follows:) 

[From  Iflie  Secretary's  Annaal  Beport  for  ^920.] 

"To  and  including  November,  1918,  the  dates  for  the  collection  of  interest 
from  foreign  Qovermn^ts  w^e  May  15  and  Noveml)er  15.   In  the  spring  of 
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me  the  respective  Goveruments  were  informed  that  it  would  be  convenient 
f&r  tlte  Treasury  to  receive  «ennanuual  payments  of  Interest  on  April  15  and 
on  Octob^  15  on  appfoxlnultely  tWo^trds  of  their  Respective  obligations,  and 
m  May  lo  nn<l  November  15  on  the  reniaimlen  The  full  amount  of  interest 
due  up  to  April  15,  1939,  or  May  15,  1919,  was,  except  in  the  case  of  Russia, 
paid  in  cash  on  all  these  loans.  To  the  extent  that  such  interest  was  not  paid 
frwn  other  resources  of  the  foreign  Governments  concerned,  it  was  paid  from 
the  proceeds  of  loaius  imide  by  the  United  States  Govemm^st  m  Interest 
on  the  debts  of  Cuba  and  Greece  was  paid  las  it  bedame  dne. 

"  The  following  is  an  itemizeil  statement  showing  the  amount  of  interest 
heretofore  paid  by  eacli  of  the  foreign  OovemuieQte  on  advances  made  to  it  by 
the  United  States  Treasury :  ' 

Belgium  .  .  ^  |10,  907,  281.  55 

Cuba  ,   1, 136,  865.  47 

Oseeho-Slovak  Republic   304, 178.  09 

Prance^-  128,140/816148 

Great  Britain  ^ — _  2g&,  357,  ISt  50 

Greece  —  409^  I53,  34 

Italy  :   57,598,852.62 

Liberia   I61. 10 

Rumania  ^   263, 313. 74 

2?!?*   4, 595, 564.  ^9 

Sflrt»tft  .  .  ^  .^^^ —  696, 06k  14 

Total  J   437,349,43L  18 

"The  amount  i)aid  on  Russian  obligations  represents  the  interest  up  to 
November  15,  1917,  in  full,  together  with  a  partial  payment  of  $1,865,925.08 
on  account  of  the  interest  which  became  due  May  15,  1918,  and  partial  pay- 
mmim  of  $1399.877.43  on  a^Bnt  of  the  Int^^est  which  became  due  November 
15,  1918.  That  paid  by  the  Governments  of  Greece  and  Cuba  includes  interest 
paid  up  to  October  15,  1920.  and  November  15,  1920,  respectively.  The  amount 
paid  by  the  French  Government  includes  interest  amounting  to  $1,810,441 .50  to 
July  31,  1919,  on  an  obligation  dateil  January  28,  1919,  and  also  interest  ac- 
crued afta-  April  15,  1919,  on  $19,302,357.55  principal  subsequently  repaid  by 
the  French  Government  in  connection  with  the  adjustm^t  of  accounts.  The 
sum  paWl  by  the  British  Governnjent  Includes  $2,244,778.59  interest  accrued 
after  May  15,  1919,  on  $80,181,641.56,  princii>al  subsequently  repaid  by  the 
British  (ioverument  in  connection  with  the  adjustment  of  accounts,  and  that 
paid  by  Rumania  includes  a  partial  payment  of  $154,409.63  on  account  of 
interest  accrued  to  October  15,  1919. 

*'  The  Secretary  of  the  Treasury  holds  a  special  fund  of  $1,806,506,  which  is 
equal  to  the  unpai<I  balance  of  the  interest  which  became  due  on  Russian  obli- 
jrations  on  May  15,  1918.  It  is  believed  tiiat  ultimately  this  can  be  applied  in 
discharge  of  this  bulancv.  A  similar  fund  of  $335.095.o'7  is  held  which  it  is  be- 
lieved will  be  applicable  upon  the  unpaid  balance  of  the  interest  which  became 
due  November  15,  1918.  on  the  Russrlan  account.  The  interest  accrued  and 
remaining:  unpaid  on  Itusslan  oblifrations,  after  deducting?  these  special  funds, 
for  the  half  year  endinjr  November  15,  1918,  is  $'-\994.025.10,  and  for  the 
luilf  years  en(lin.u^  April  15.  1919.  and  May  15,  1919,  is  $4,101,107.50." 

Mr.  Hawley,  If  this  lejjaslation  is  enacted,  when  you  take  the  obligations  of 
the  foreign  GoTemmrats,  will  yon  take  them  in  units  of  their  own  currency? 

Secretary  Mellon.  No. 

Mr.  Hawley.  Will  you  take  them  in  terms  f)f  the  American  dollar? 

Secretary  Mkllon.  All  in  the  American  dollar. 

Mr.  Hawley,  Even  on  the  gold  basis  you  would  not  take  them  in  tU^ir  own 
currency? 

Secretary  Meixok.  That  would  not  be  practicable,  becanse  the  Taluea  are  vaiJy* 
Ing  all  the  time. 

Mr.  Hawlky.  I  (mly  wanted  to  know  how  ym  aaf^uard  the  principal  of  our 

loans  to  theuL 

Secretary  Mkllox.  The  ol)ligations  express  the  American  dollar,  and  that  is 
the  way  in  which  payment  is  to  be  made. 
Mr.  CoixiEB.  Do  yon  collect  interest  payments  on  tiils? 

Secretary  Mell^jx.  No  ;  we  have  not  char{?ed  up  any  interest  on  these  deferred 
Inteiest  poysmits  in  the  past— that  is,  interast  on  interestt  oir  oomponnd  interest 


Mr.  Wadswobth.  Tl^t  was  the  principle  of  increasUig  the  rate  of  interest— in 
order  to  ma^e  up  for  th^  three  years. 
Mr.  Hawuct.  Hare  «sar  ^  the  IpK^igH  Qa^mmmita  auOaed  that  ttiat  he 

demitted? 

Secretary  Mellon.  Canceled?  » 
Mr,  Hawley.  Yes,  sir. 
Secretary  Mellon,  No,  H}f. 

Mr.  HAWunr.  There  has  hem  a  good  deal  In  tibe  press  fttUB  time  to  time  as  to 
tiiat. 

Secretary  Mellon.  There  has  been  abroad  and  in  the  press,  l)ut  there  has  not 
been  any  official  request  from  any  Government  for  the  remission  of  interest. 
In  regard  to  the  question  of  interest  on  interest,  or  as  to  compounding  interest, 
Secretary  Houston,  in  his  annual  report  to  Congress  for  the  year  1«B0,  dparl^ 
showed  that  it  was  not  contemplated  that  interest  should  be  charged  on  the 
postponed  interest,  at  least,  durinf:  the  two  or  three  year  period.  That  is  the 
time  that  the  interest  has  been  deferre<l;  that  there  should  not  be  interest 
charjred  on  the  interest  was  the  understanding  that  these  foreign  Governments 
had  from  the  Treasury  Department.  '  - 

Mr.  Watson.  Do  we  hope  to  collect  from  Bussia  or  wipe  that  off  the  bootai? 

Secretary  Mellon.  That  stems  hopeless.  It  is  not  a  large  ainoitnt; 

Mr.  Watson.  $187,000,000,  as  stated  here. 

Mr.  CoLLTER.  Czechoslovakia  is  a  bad  place? 

Mr.  Wadsworth.  I  think  they  are  getting  along  quite  well  at  the  present 
time ;  they  are  rather  better  off  than  most  of  the  rest 

Mr.  HAWI.KT.  They  have  the  grain  belt  of  the  Austrian  Empire. 

Mr.  Fbbab.  Mr.  Secretary,  this  bill  which  appears  on  pajre  7,  sua  you  have 
said,  gives  practically  unlimited  authority  to  rhe  Secretary  of  the  Treasury 
in  making  these  settlements.    Who  drew  the  bill,  may  I  ask? 

Secbetauy  Mellon.  It  was  drawn  in  the  Treasury  Department  and  thtti  sob^ 
iQitted  to  the  Attorney  General  and  tlie  Secretary  of  Stal^  who  went  ov^  the 
matter. 

Mr.  Freak.  It  could  n<»t  he  made  any  broader  apparently  in  its  terms,  and 
therefore  I  wish  to  ask,  if  there  is  any  objection  on  your  part  to  restrictions 
being  placed  in  the  bill?  '  * 

Secretary  Mellon.  Well,  that  would  d^end  m  what  Hie  res(ridi<mB  m^|lti 
b€,  *  '■ 

'  Mr.  Freab.  I  would  offer  them  specifically,  so  you  wouhl  know. 
■  Secretary  Mellon.  I  will  say  this:  It  would  be  difficult  to  place  limitations, 
which  mi.uht  not  be  obstaclt's  in  the  way  of  this  refunding.    I  do  not  think  that 
we  could  make  as  good  a  piece  of  work  with  tiie  refundiig  if  we  are  limited  in 
the  terms  of  the  authority. 

Mr.  FKEAB.  Would  there  be  any  objection  to  placing  other  people  with  you, 
or  associating  them,  with  the  power  to  help  negotiate^  those  loans,  for  in- 
stance, representatives  of  the  Senate  and  House  or  whatever  body  might  be 
considered  julvisahle  to  cooperate,  or  would  the  Secretary  feel  that  he  alone 
was  best  equipped? 

Secretary  Mellon.  I  think,  as  to  that,  I  would  personally  rather  invite  ft 
because  it  Is  a  very  great  responsibility.  However,  it  would  mafee  it  more 
difficult  to  act  in  these  matters.  The  negotiations  M  ill  be  separately  with  each 
Government,  or  in  some  cases  we  will  have  to  work  at  the  same  time  with 
other  Governments,  and  we  will  have  to  be  prepared  to  say  what  we  are  willing 
to  accept,  and  so  forth.  If  there  is  a  body  to  consult,  it  prolongs  the  oi>e^tion. 

Mr,  Freab.  I  do  not  mean  a  legislative  body ;  but  if  you  a!;e  willing  to  be 
associated  with  two  or  three  men,  or  possibly  mo^e,  who  would  ho  efiuippeil  to 
know  the  feeling  in  'this  country  in  regard  to  settlement  and  who  coulil  coop- 
erate with  yon  in  effectin'^^  settlements — for  instance,  if  some  one  could  be  se- 
lected from  the  House  and  some  one  from  the  Senate,  the  bodies  which  raise 
ihe  reveniies  and  which  authorized  these  loans,  if  tJiey  could  cooperate  with 
you  in  making  these  settlements,  the  judgiuerit  of  the  three  or  five,  whatever 
number  is  selected,  I  nvesiinie  miLrht  be  as  good  as  that  of  a  single  individnal. 
I  say  this  because  i  have  found,  in  the  report  of  the  Finapce  Committee  where 
yo\\  have  expressed  yourself  itraetically  ahmg  that  line. 

Secretary  Mellon.  Tersonally,  I  would  rather  have  some  such  arrangement, 
but  it  makes  it  too  cumbersome  not  to  be  free  to  act. 

Mr,  Frear.  Let  us  understand,    if  you  were  to  n:a!ce  these  soitiements  you 
would  tuim  Immediatelx  to  y6ur  first  assistant  or  some, one  like  tJiat,  I  assume^ 
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and  get  his  advice,  naturally  so,  or  to  your  second  assistant,  or  would  call  in 
people  who  could  advise,  and  you  would  not  participate  in  tliese  negotiations' 
Akme.  Tbis  pFOpQBltion  whieU  I  mg^sst  iB  ISiat  if  some  ote  appeared  for  the 
House  and  Senate  and  could  cooperate  with  you,  why  would  not  their  judgment 
be  as  sati8fiict(»7  the  Judgment  of  these  other  pec^e  with  whom  you  would 
advise? 

Secretary  Mellon.  As  I  understand,  it  is  all  doni  with  the  approval  of  the 
Presidrat? 

Mr.  Fkeab.  That  is  true  of  all  legislation. 

Secretary  Mellon.  In  all  of  these  countries,  Eni^land,  France,  and  the  others, 
the  head  of  the  branch  of  the  (rovernnient  correspQudiui;  to  the  Treasury  lias 
authority  to  act,  and  they  negotiate  directly.  You  will  meet  men  with  authority 
to  conclude  an  agreement,  and  I  tb'Bk  it  would  be  advisable  to  have  authority 
and  not  be  handicapped  to  that  extent. 

Mr.  Fb£Ab.  What  authority  is  i)ossesse(l  and  what  powei'S  are  conferred? 

Secretary  ^Teltx>x.  I  understand  that  in  all  nejjotiations  they  have  authority, 
govenimental  authority,  to  conclude  the  arrangements, 

Mr.  Fbear.  Wlio  has? 

Secretary  WsLum.  In  England  tbe  chancellor  of  tlm  excbeqaer. 

Mr.  Fbeab.  How  is  he  selected? 

Secretary  ]\Iellon.  He  is  selected  by  the  Government  ns  the  others  are. 
Mr.  Frear.  I  mean,  what  is  the  procedure — ^is  he  selected  by  Parliament  or  the 
prime  minister? 

Secretary  Meujok.  He  is  just  the  same  as  in  our  Cabinet — a  member  of  the 
Cabinet. 

Mr,  Frear.  Taking  up  another  provis  on  of  the  bill — 

♦*  Or  of  any  other  foreijrn  Government  and  from  time  t<»  time  to  receive  bonds 
and  obligations  of  any  foreign  Government  in  substitution  for  those  now  or  here- 
after lield  by  the  Uited  States  of  America." 

You  state  in  the  case  of  Austria  soioe  bond  of  some  other  Government  or  some 
security  might  be  accepted.  That  is  the  only  case  that  comes  to  your  mind.  Is 
there  any  objection  to  inserting  in  this  bill  a  statement  that  no  bond  should  be 
accepted  from  (leVmany  or  Austria  as  a  substitute  for  any  security  of  any  other 
Government?  The  reason  I  ask  that  is  because  that  has  been  commented  upon 
to  a  large  extent  in  the  press,  possibly  without  any  foundation. 

Secretary  Mellon.  There  has  been  no  contemplation  of  any  substitution  of 
that  kind/  There  might  be  a  possibility  somewhere  thnt  there  would  be  some 
German  reparations  bonds  offered  which  under  the  c'rcunistances  might  be  better 
tiban  the  obligation  of  the  debtor  Government,  but  I  do  not  tbixik  that  contin- 
gency is  going  to  arise  at  alL 

Mr*  Freab.  You  know  the  criticism  that  is  aimed  in  the  press  and  ex  sts  m 
this  country  in  regard  to  that  proposition.  Do  you  b^eve  tii^  would  be  any 
<Aljection  to  inserting  that  limitat  on? 

Secretary  Mellon.  I  do  not  believe  that  situation  will  develop. 

Mr.  FbkIe.  Mr.  Secretary,  you  say  that  you  have  not  any  omtemplation,  but 
we  are  placing  a  tremendous  power  in  the  hands  of  one  man.  You  mijjht  be 
out  of  office — mean  by  reason  of  changes  that  come  in  life,  I  hope  you  will  not, 
the  people  have  p:reat  confidence  in  you,  but  it  is  a  tremaadous  power  to  place 
in  any  one  man's  hands? 

Secretary  Mellon,  Yes,  sir. 

Mr.  Fkear.  And  suppose  any  other  official  chose  to  substitute  a  German  or 
Austrian  bond,  there  is  no  limitation  of  any  kind  in  the  bill. 

Secretary  Mellon.  It  is  a  question  of  judgment.  I  can  not  conceive  of  a 
situation  where  one  wonld  want  to  take  the  responsibility  of  tnk'ng  a  German 
bond  if  any  other  better  arrangement  could  be  made.  That  which  you  speak 
of,  to  limit  the  authority  to  the  direct  obli^tions  of  the  debtor  Government ; 
a  limitation  of  tliat  kind  if  any,  I  think,  should  be  confined  to  the  principal 
debtor  powers,  to  the  larger  items  which  constitute  more  than  $9,000,000,000  of 
this  debt.  As  to  England,  France,  and  Italy,  it  is  inconceivable  that  any  such 
contingency  w  11  arise.  I  do  not  see  that  it  would  be  objectionable  to  liave  a 
limitation  applied  as  to  the  principal  debtor  powers,  but  when  you  come  to  the 
smaller  nations  there  might  arise  some  contingency  where  It  will  be  found 
expedient  to  take  some  other  securi^  thau  the  otdi^tlons  of  the  Gorenunmt 
itself. 

Mr.  Frear.  Whnt  Uovernment  can  you  conceive  of  except  Russia? 
Secretary-  Mellon.  As  to  the  larger  powers,  I  would  say  it  is  inconceivable. 
However,  some  of  tbe  smaller  nations  might  have  sometbing,  possibly  a  State 
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railway  system  pr  other  ahligatlons  of  a  local  nature,  to  oifer.  They  might  have 
some  industrial  resources  upon  which  a  lien  might  be  taken. 

Mr.  Frear.  I  think  you  misunderstand  my  question,  which  was  to  prohibit  the 
substitution  of  German  or  Austrian  securities  for  tliose  of  any  other  (Govern- 
ment— not  tlio  acceptance  of  any  securities  outside  of  governmental  securities. 

Secretary  Melix>n.  I  do  not  think  that,  so  far  as  the  German  br  Austrian 
bonds  are  concerned,  there  would  be  any  special  objection  to  limitation.  How- 
ever,  there  is  the  indebtedness  of  Qwmmy  for  the  payment  of  the  occfipatloa 
troops.   Some  obligations  of  Germany  will  have  to  be  taketn  for  that. 

Mr.  Frear.  That  is  not  a  substitution?  .        •     •  • 

Secretary  Mellon.  No,  sir. 

Mr.  Freak,  That  is  not  affected,  I  take  it,  by  this  proposal? 
Secretary  Mellon.  Your  question  is  whether  there  would  be  objection  to  a 
prohibition  againts  the  substitution  of  German  or  Austrian  $ecuriljes  for  those 

now  in  existence.    I  wonld  not  say  there  wonld  be. 

Mr.  Frear.  It  would  simply  meet  what  lias  been  suggested  to  the  public  press 
antl  elsewhere  as  a  fear  that  may  be  groundless  but  finds  Expression? 

Secretary  Mellon.  I  would  not  say  that  there  would  be  any  objection. 

Mr,  Fbeab.  Would  there  he  any  objection  to  a  limitation,  as  to  time,  for 
instance,  the  payment  of  the  accrued  interest  beiug  stipulated— that  is,  a 
limitation  that  it  should  be  paid  within  two  years? 

Secretary  Mellon.  There  are  some  of  those  nations  WbCTe  I  do  not  bdieve 
It  would  be  possible  for  tbem  to  pay  anything  in  two  years  unless  we  sent  an 
army  over  to  collect  it  They  do  not  have  anything.  Th^  have  not  any 
and  they  have  not  the  means  of  paying  anything. 

Mr.  Frear.  Tbe  situation  tliat  confronts  us  is  practically  this,  that  for  almost 
three  years  the  interest  has  not  been  paid,  except  by  those  countries  whicli  paid 
up  to  May  5,  1919.  There  have  been  claims  made  through  the  press  and  ^se- 
where  that  these  interest  payments  are  to  be  postponed  for  a  long  period. 
What  kind  of  a  limitation  can  properly  be  placed  in  the  bill,  because  the 
Secretary  of  the  Treasury,  if  this  same  power  is  given,  can  postpone  the  payment 
to  any  time,  like  he  can  the  principal? 

Secretary  Mellon.  As  to  that,  there  may  exist  sudi  a  situation  in  the 
forei^-trade  conditions  in  regard  to  the  rate  of  exchange,  eta.  that  in  the 
first  place  would  make  it  very  difficult  for  the  debtor  country  and  would  add 
a  verv  large  percentage  to  the  amount  necessary  to  meet  cash  payments,  and 
at  the  same  time,  if  they  were  forced  to  pay,  it  might  react  against  the  in- 
terests of  this  country.  That  is,  might  be  a  block  to  the  exporting  of  com- 
modities from  this  country;  if  we  forced  the  paym^t  of  interest  which  would 
naturally  depreciate  their  currency  and  raise  the  rate  of  exchange  tending 
towatd  prohibition  of  sales  from  this  country  to  that  country,  so  there  may 
arise  conditions  where  it  would  be,  I  might  say,  necessary  to  defer  the  interest- 
it  might  be  a  great  deal  better  for  tliis  country  to  defer  the  Interest  than  to 

insist  on  its  payment.  ^  ^  ^ 

Mr.  Fbeab.  Does  no  that  argument  apply  to  every  nation  abroad,  becanse 

there  is  a  difference  of  exchange  in  all  countries  to-day? 
Secretary  Mkllon,  Yes;  exactly;  but  an  ordinary  handicap  of  that  sort  would 

'^^Mrf  Fbeab.  The  dispodtldn  here  Is  to  leave  all  of  these  propositions  to  the 
Secretary  to  decide  for  himself  what  is  for  the  best  interests  of  the  Government 
and  the  foreign  Governments.  That  brings  to  yonr  mind  the  trwi«ndous  re- 
sponsibility that  is  involved  in  this. 

It  has  been  alleged  and,  of  couT-se,  you  are  aware  of  that  argument,  that 
large  private  interests,  known  as  the  international  bankers,  have  indivldnal 
claims  which  cause  them,  to  urge  the  pc^tponement  as  long  as  possible  of 
govemm^at  claims,  in  order  that  theirs  may  have  priority  and  be  paid  as 
rapidly  as  possible.  Do  you  know  the  amount  of  the  private  claims  or  the 
claims  of  the  bankers  outside  of  the  Government  claims  that  exist  in  favor  of 
this  country  against  Governments  abroad? 

Secretary  Mbxxon.  We  have  very  large  ela^  against  most  of  the  countries 
abroad^  carried  as  the  balance  of  trade,  against  foreign  bankera  and  industiial 
corporations.  The  situation  varies  from  time  to  time. 

There  are  times  when,  in  spite  of  that  ad\  erse  balance,  their  necessities  drive 
them  to  buying  in  this  country  and  to  paying  a  very  large  premium  or  rate  of 
exchange.  In  this  country,  for  instance,  there  l&as  been  l^islation  to  facilitate 
the  export  of  commodities;  there  has  hem  legislation  of  late  to  benefit  the 
agricultural  districts  tliroagh  making  tottna  and  to  r^i^e  them  by  faciUtating 


the  exports  of  grain.  If  we  should  attempt  to  enfon***  this  collection  it  might 
destroy  the  benefit  of  all  of  that  assistance  to  the  aj^a-iciiltural  regions.  You 
might  make  it  so  that  they  could  not  possibly  buy  in  this  country ;  they  have 
not  got  the  gold  to  pay  and  the  rate  of  exchange  is  against  them ;  that  is,  an 
importer  in  that  country  who  is  buying  in  this  country  has  got  to  pay  what  the 
rate  of  eacdmnge  indicates  as  an  ad<fitiim  to  the  coat  in  tl4s  country  in  evtry 
case. 

Mr.  Fki:;ak.  Getting  back  to  my  question,  could  you  estimate  in  any  way  the 
amount  of  the  obligations  tliat  are  owed  by  private  banks  and  individuals 
abroad  to  people  in  this  country?  * 

Secretary  Meexon.  I  have  seen  that  estimated ;  but  I  dp  not  believe  

Mr.  Frkar  (interposing).  In  1917  it  was  estimated,  as  I  understand,  at  about 
$7,000,000,000,  with  some  credits  to  <leduct.  That  was  before  we  went  into  the 
war.  That  statement  has  been  made,  but  1  did  not  know  wliether  it  was 
accurate,  and  I  was  asking  for  your  judgment. 

Secretary  Mieexon.  I  have.sea[i  a  later  statement  as  low  as  $4,000,000»000|  but 
I  rather  think  it  may  be  above  that  But  none  of  those  estimate  are  at  all 
accurate. 

Mr.  Fkkar.  Would  there  not  be  pressure  brou^lit  to  bear  upon  the  one  au- 
thorized to  settle  for  this  Government  to  witlihoid  the  claims  of  our  Govern- 
ment until  that  private  ind^tednesses  had  been  reduced  or  paid? 

Secretary  Mellon.  The.  effect  is  the  same  in  any  event;  and  the  ordinary 
operat.on  of  trade,  even  with  these  handicaps,  usually  works  out  in  time. 

^Ir.  Fkkak.  What  would  be  your  disposition  in  a  case  like  that?  Yo\j^  would 
luive  to  depend,  1  suppose,  upon  the  individual  case  as  to  what  to  do. 

Secretary  Mellon.  On  the  individual  case  as  to  each  country.  For  iustanc^ 
with  Great  Britain  I  rather  think  it  could  be  arranged  so  that  they  would  com- 
mence to  niitke  payments  of  interest  right  along,  I  think  it  is  their  desire. to 
do  that.  As  a  Government  it  \>'  rather  to  their  advantage.  Even  at  the  addi- 
tiontil  cost  of  exchange  it  is  ratlier  t<»  the  advantage  of  a  government  to  make 
those  payments,  because  in  making  payments  they  place,  to  that  extent,  a  bar- 
rier against  purchases  by  their  people  in  this  country,  in  other  words,  against 
creating  more  foreign  debt  by  purchasing,  and  it  is  an  advantage  aiso  to  tlieir 
trade  with  other  countries?,  that  the  rate  of  exchamre  is  against  them. 

^Ir.  Frear.  I  can  understand  that  that  would  be  their  attitude,  but  what  would 
be  the  attitude  of  the  people  in  this  country — the  bankers  here  who  liave  those 
obligations  of  ihe  private  banks  over  there  and  private  individuals?  Their  ip.- 
terest,  of  course,  would  be  to  have  their  claims  preferred,  would  it  Hot? 

Secretary  Mellon.  As  far  as  that  is  concerned  it  is  not  a  question  of  prefer- 
ence. In  other  words,  they  hnve  contracts  providing  for  certain  specific  times 
of  payment,  and  they  enforce  them.  Of  course,  there  may  be  bankruptcies,  or 
difficulties  of  that  sort,  to  prevent  their  obtaining  payment,  and  I  do  not  see  that 
there  is  anything  which  the  Government  may  do  that  will  defer  or  prefer  the  pri- 
vate debts  or  that  will  make  an  exception  as  to  the  private  debts. 

]\rr.  FiiKAK.  I  understand,  but  has  the  money  we  have  loaned — any  pai't  of  this 
$10,0iR),(MX).000  or  whatever  it  may  be — been  applied  upon  these  private  debts 
since  that  stJitement  was  made  in  Chicago  as  to  $T,0<.K),000,000,  or  thereabouts, 
being  the  amount  due  from  abroad?  Could  it  in  any  way  liave  been  applied  in 
reducing  that  indebtedness  abroad? 

Secretary  Mellon.  Oh,  no. 

Mr.  Fkeau.  I  was  wondering  in  what  form  it  could  have  been  app^ed,  because 
I  can  not  undei  stand  myself  h(tw  it  could  be  ai)plied. 

Secretary  Meljuon.  In  the  tirst  place,  the  debts  exist  just  the  same  as  in  the 
beginning.  This  money  was  loaned  and  it  is  an  existing  d^t 

Mr.  FBEAik  I  understand  that  the  money  which  was  loaned  was  to  pay  for 
war  supplies,  etc.,  but  I  mean  coold  any  part  of  it  have  been  applied 

other  debt  in  :iny  way? 

Secretary  IMkm.on.  Oh.  no.  The  money  remained  in  this  country  and  \yas  ex- 
pended for  the  purchase  of  supplies,  except  to  a  very  limited  amount  At  the 
time  it  toolc  care  of  some  banking  debts  of  the  Governm«its  in  this  country,  but 
that  was  ratlier  small  in  proi)ortion  to  the  whole  debt. 

The  Chairman.  If  I  am  right,  in  the  act  that  authorized  the  loans  there  wiis 
no  linntntion  ;»s  to  how  much  or  to  what  country  the  money  should  be  loaned. 
■    Secretary  AIkllon.  No. 

The  Chairman.  Except  that  the  loans  were  to  be  made  through  the  Secretary 
of  the  Treasury,  with  the  approval  of  the  President,  so  that  it  seems  to  me  there 
ought  to  be  unlimited  authority  to  ^ect  yfh^t  we  loaded  under  naUinlted 
antliority. 
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Mr.  Frkab.  But  there  certainly  was  a  guaranty  that  the  ratie  of  Interest  should 
be  the  same,  as  I  understand. 

The  ('HAiiorAx.  Congress  took  no  act'on  whatever? 
•*  Secretary  Mkllox.  Not  on  the  rate  of  interest 

Mr.  Freak.  It  provided  for  the  same  terms,  did  it  not? 
The  Chaieman.  The  act  that  authorized  the  loans? 
Mr*  Fbeab.  Yes. 

The  CHAin]^iAN.  It  provided  that  they  should  pay  the  rate  of  interest  which 

we  paid  ourselves. 

Mr.  Frear.  There  is  no  limitation  in  this  l>ill  at  all.  I  want  to  aslc  this 
question,  hecause  the  statement  appeared  no  longer  a?o  than  in  yesterday's 
press  that  in  the  coming  disarmament  conference  this  matter  would  he  taken 
np  and  dtecussed,  that  is,  the  question  of  tbes^  obligations,  and  that  tiiat  queet- 
tion  would  become  a  fiactor  there.  Is  there  any  Buch  intention,  to  your 
knowledge? 

Secretary  Mellon.  Not  any,  and  I  have  no  such  knowledge  or  ex]>cctation. 

Mr,  Freab.  Would  there  be  any  objection  to  waiting  until  after  the  result 
Of  that  conference  before  this  act  is  passed? 

Secretary  ^Mellon.  Well,  here  we  are  with  this  large  indebtedness  standing 
and  Great  Britain  is  ready  to  go  on  with  the  funding  of  it,  and  the  smaller 
countries  owe  money  wliicii  is  already  <luc  or  past  due.  so  it  is  not  a  good 
situation  that  we  should  allow  thes^e  matters  to  remain  without  being  arranged 
and  disposed  of.  For  instance,  you  take  some  of  those  smaller  countries  tiiat 
are  also  indebted  to  some  of  the  large  countries;  tbi&y  are  going  on  to  look 
after  their  claims  and  we  are  not;  we  are  not  along  with  them  to  look 
out  for  our  rights  and  we  mny  he  losing  in  that  way.   It  is  not  a  good  situjition, 

Mr.  Fke.vr.  Is  there  nny  objection,  under  tho  law  as  it  stnnds  tu-dny,  to 
your  accepting  interest  payments,  or  even  payments  on  principal,  from  any 
of  the  Qovemments,  England  included? 

Secretary  Msixon.  Oh,  no. 

Mr.  Fkear.  So  that  if  they  ciiooso  they  can  ])i\x  without  iuMitional  legislation, 
and  the  only  purpose  Iiere  is  to  determine  the  terms  of  the  obligations  that 
are  to  be  accepted  for  the  debts  now  existing? 

(Secretary  Msxxon.  Tes.  But  the  point  I  am  making  is  that  we  should  be 
working  wltb.  some  of  these  Qovemmente  to  secure  ourselves  along  with  the 
other  Governments  having  claims  against  those  particular  Governments. 

Mr.  Fkeak.  We  have  waited  tliree  years,  and,  that  being  so,  whnt  injury 
would  result  if  it  should  be  six  months  before  this  legislation  should  be  i»ut  in 
force? 

Secretary  Mbxxon.  Except  that  it  is  a  rather  bad  ^tuation  not  to'  have  at- 
tention.  That  is  aU.    It  is  simply  a  business  proposition.   If  you  had  a  lot 

of  creditors  owing  you  in  that  way  and  soinc  of  tho<o  creditors  owed  otht^r 
men,  you  would  feel  like  looking  after  it  and  straigliteuing  it  out  by  making 
the  best  bargains  you  could  make. 

Mr.  Fbeab.  Unquestionably,  if  it  were  not  for  the  fact  that  vhe  prass,  in- 
cluding one  of  the  Washington  papers — have,  the  clipping  here — suggests  that 
this  is  to  be  taken  up  nud  considered  in  the  disarmament  proceeili ugs.  the  pur- 
po?:e  alleged  being  to  use  it  as  one  of  the  pa^vns,  and  I  understand  tbat  ojie 
of  the  leading  statesmen  of  Gi'eat  Britain  has' stated  something  to  that  etfect 
in  Parlianient. 

Secretary  Msllon.  I  did  not  see  that. 

Mr.  Frear.  You  have  heard  of  it? 

Secretary  Mktxox.  There  is  no  foundation,  so  far  ns  wo  ai'e  cnin-cM-ned,  and 
I  do  not  think  those  statements  in  the  press  deserve  any  consideratiou. 

Mr.  Freab.  Well,  they  receive  some  consideratiou  throughout  the  country, 
of  course. 

Secretary  Mkllon.  That  may  be. 

Mp.  Frear.  And  the  reflection  comes  back  to  those  hete. 
The  CHATRifAN.  Have  you  concluded,  Mr.  Frear? 

Mr.  Feear.  Yes. 

The  Chairman,  Mr.  Secretary,  on  page  5  of  this  report  or  letter  I  find  the  - 
statement  that  there  are  $9,435,^,328.24  of  direct  loans;  ^,114,000,000  loaned 
prior  to  September  24,  1917,  and  $7,321 ,225,329,24  loaned  after  that  date.  We 
hold  the  short-time  obligations  of  all  the  Govenunrata  nmned  in  that  list  for 
the  entire  $9,435,225,329.21:,  do  we  not? 
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Secretary  Meixon.  Yes. 

The  Ghaibman.  And  they  all  bear  interest  at  the  rate  of  5  per  cent? 

Secretary  Mellon.  No;  in  the  lai\c:er  items  they  are  governed  by  the  provi- 
,sioiis  in  tlie  Liberty  loan  nets  ont  of  which  the  mouey  was  loaned,  and  the  5 
per  cent  is  the  result  of  negotiations  or  of  an  understanding,  and  tliey  are  satis- 
fied to  pay  5  per  cent. 

The  Ohaisman.  Those  bonds  provide  for  5  per  cent  interest 

Secretary  Mkllon.  No;  the  bonds  provide  for  varying  rates.  As  you  under- 
stand, the  Liberty  loan  acts  provided  for  varying  rates  of  tnterei^  There  wem 
son»e  at  4}  per  cent,  and  so  on. 

The  Chaiuman.  Probably  I  do  not  malse  myself  clear.  I  mean  that  the  obli- 
gations of  the  foreign  Governments  which  we  hold  all  bear  interest  at  the  rate 
of  6  per  cent? 

Secretary  ^Mkllox.  Xo. 

Mr.  LI).  That  it  wlint  the  letter  says. 

The  Chaihmax.  Yes.    These  obligations  of  Belgium,  Cuba,  France,  Great 
Britain,  and  so  on,  that  our  Government  holds. 
Secretary  Mellon.  There  is  no  doubt  about  that. 

The  Chairman.  They  all  hear  5  per  cent. 

Sen-otnry  Meu:x)N.  Yea.  That  is  the  interest  rate  that  is  now  understood  and 

settled  npon. 

Mr.  WAD6WU1MH.  The  obligations  given  under  the  first  Liberty,  bond  act  read 
Si  per  c^t,  while  others  read  4}  per  cent  Bnt  oltimately  it  was  agreed  t^t 
IJiey  should  all  carry  5  per  e^t  interest. 

Secrt  tar>'  MssLum.  And  you  can  take  it  that  now  the  rate  is  5  per  c^t  on 

all  of  them. 

The  Chairman.  On  page  6  it  appears  that  there  are  open  accounts  with  the 
Governments  named  in  the  list  amounting  to  $565,048,413^. 
Secretary  MxaxoN.  Yes. 

The  Chairman.  Also  $56,899,879.09  in  other  open  aeCOOmtSi  JUid  184,093,963^, 

on  pajie  7.    Those  are  all  oiicn  accounts,  are  they? 
Secretary  Melia)n.  I  think  they  are  duebills. 

Mr.  Wadsworth.  It  states  right  opposite  the  date  of  maturity  of  those 
schedules. 

Tlie  Chaibhak.  Ha^  you  a  sb^-^ae  obligation  or  du^dll  for  all  of  those 

accounts? 

Mr.  A\'ad.s\vokth.  Yes:  for  all  of  those  accounts;  and  the  date  of  matui'ity  is 
listed  opposite  each  account. 

The  Ghaibman.  And  it  is  generally  understood  that  the  rate  of  interest  is 
5  per  centt  except  as  to  a  f^w  lt«as8  on  page  6  whore,  in  several  instances,  Cbo 
rate  is  6  per  cent? 

Mr.  AVADswouTfi.  Those  bibber  rates  were  agreed  to  under  an  arranji^ement 
made  by  the  Secretary  and  by  a  representative  of  the  Grain  Corporation. 

The  Chairman.  Mr.  Secretary,  what  you  want  is  authority  to  extend  all  of 
these  claims  into  long-time  obligations  and  to  get  the  best  setti^ent  you  can 
from  S0U10  of  tiiose  Govanamimts  in  cooperaticm  with  o&m  Qovefxua^tS'  that 
have  similar  claims? 

Secretary  Mellon.  Exactly, 

Mr.  Waoswobth.  I  mi^t  say  that  as  to  those  last  schedules  you  read  tiie 
Comptroller  of  the  Treasury  has  ruled  that  there  is  no  authority  to  deal  witli 
them  except  to  collect  the  money.  We  can  not  take  a  new  note  nor  can  we  make 
an  extension.  It  is  an  asset  of  the  Government,  and  the  only  way  it  can  be  dealt 
with  is  to  colUnt  it.   So  we  are  unable  to  even  negotiate  with  these  nations. 

The  CHAiKiiAA.  It  is  a  past-due  piomissory  note;  that  is  what  it  is. 

Mr.  Wadswobth.  That  is  all,  and  th^  is  no  authority  in  anybody  in  the 
Government  to  deal  with  any  of  those  notea 

The  THAnnrAN.  Except  to  collect  them. 

Mr.  WADswoiiTii.  That  is  it;  which  means  that  these  countries  have  on  their 
balanre  sheets  an  obligation,  and  they  do  not  know  what  is  going  to  happen  to 
it ;  they  are  unable  to  fund  it  or  negotiate  with  the  nation  to  which  they  owe 
.  the  money.  It  just  stands  there,  and  it  is  a  definite  <AMStacle  to  their  recovery 
and  to  their  putting  their  own  financial  condition  into  the  usual  normal  form. 

Secretary  IMkllon.  And  we  have  not  been  neglecting  any  of  them;  that  is,  in 
each  case  we  have  looked  into  their  condition  and  looked  into  the  question  as  to 
whether  this  money  can  be  obtained,  wliether  it  can  be  collected ;  but  it  is  neces- 
sary to  grant  further  tlm^  because  it  is  absolutely  Impossible  to  enforce  pay- 
ment at  this  time. 
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Mr.  Fbbab.  Wbat  time  would  you  say,  Mr.  Secretary,  if  you  care  to  express 
any  opinion,  wonld  be  the  out&dde  UjoMatlon  on  the  extrasion  of  these  obUga- 

tions? 

Secretary  ^Iellon.  There  are  some  here  where  it  may  liave  to  l>e  a  very  con- 
siderable time. 
Mr.  FttBAB.  That  would  mean  20  or  50  years. 

Secretary  Mxxxxm.  Weil,  I  do  not  D;kiow  about  that  I  think  that  p^haps  it 

could  be  worked  out  where  some  smaller  percentage  payments  might  commence, 
or  at  least  be  stipulated  to  be  paid,  and  then,  if  they  could  not  meet  the  pay- 
ments when  the  time  came  we  w^ould  have  to  extend  the  time.  But  there  are 
some  of  them  wliere  you  can  say  they  have  uotliing;  there  is  just  a  vacuum 
there  and  nothing  is  to  be  got 

Mr.  Fkeab.  Would  you  leave  this  provisicN^'  tadimited  as  to  the  time  in 
which  the  Secretary  might  act  or  wouhl  you  put  some  limitation  on  that? 

Secretary  Mellon.  Well,  it  would  be  pretty  difficult  to  put  a  limltatim  on. 

Mr.  Fbeak.  This  leaves  it  oi>en,  without  any  restriction. 

The  Chairman.  You  could  make  it  30  or  40  years  if  you  wanted  to,  Mr.  Sec- 
retary, could  you  not? 

Mr.  Fkeak.  I  am  speaking  about  the  ix)wer  of  the  Secretary  to  act.  I  am 
asking  whether  there  should  be  any  limitation  put  upon  the  Secretary's  power 
to  act.  In  other  words.  Congress  has  no  innuediate  supervision  of  this  work 
and  the  Secretary  might  have  power  under  this  to  act  for  40  years  to  come. 

Secretary  Mexlo^^.  No;  you  see^  there  is  an  amendment  limiting  it  to  five 
years. 

Mr.  Frear.  That  is  the  amendment  offered  by  the  Senate  committee. 

Secretary  Mellon.  Yes. 

Mr.  Freak.  But  tliere  is  no  limitatiou  under  the  bill  \vhich  is  before  us? 

Secretary  Mesjwjx.  Not  In  the  bill  before  you ;  no.  But  there  is  no  objection 
to  having  a  limitation.  I  think  that  in  all  of  tliese  cases  they  will  have  been 
arranged  and  settled  as  to  terms,  etc..  within  possibly  two  or  three  years.  The 
larger  ones  will  be  settled  within,  I  judge,  one  year,  but  theare  is  no  objection  to 
a  reasonable  limitation  of  that  kind. 

The  Ohaibhan.  Five  years? 

Secretary  Mexlon.  Five  years ;  yes. 

The  Chairman.  As  fixed  by  the  Sraate? 

Secretary  ;Mkllon.  Yes. 

The  Chairman.  Does  any  otlier  gentleman  desire  to  ask  tlie  Secretary  any 
Questions? 

Mr.  Gbesn.  I  understand  that  you  speak  ot  what  you  now  hold  from  the  for- 
eign Governments  as  evidence  of  the  loans  made  under  the  various  Lil)erty  bond 
acts  as  obligations.   Does  the  Government  hold  anything  more  than  a  mere 

receipt? 

Secretary  Melix)N.  Well,  it  is  pretty  nearly  that.    It  is  a  duebill  or  note. 
Mr.  Wadsworth.  It  Is  a  definite  form  of  note^  and  it  is  recited  in  tlie  Secre- 
tary's  report 

Mr.  Hawley.  It  was  signed  in  this  country  by  the  diplomatic  representative 
and  not  by  the  fiscal  agent  of  the  Cftuntry  gettin^r  the  loan. 

Mr.  Wadsworth.  It  was  signed  by  a  representative  of  the  Government,  and 
that  representative  was  duly  authorized  to  sign. 

Mr.  GSEEN,  How  do  you  mean  dnly  authorised?  No  paiiiamentary  or  l^^sOa^ 
tive  action  was  taken. 

^Ir.  Wadsworth.  In  each  case  the  State  Department  was  asked  to  find  out 
whether  the  individuals  signing  these  obligations  had  auUidrity  from  tiieir 
Governments,  and  in  eacli  case  the  State  Department  inquired  and  found  out 
they  had.  That  is  all  on  file 

Mr.  Grken.  If  they  had  made  a  little  further  inquiry  they  would  have  found 
that  they  did  not  have  very  satisfactory  authority,  because  they  ousrlit  to  have 
known  that  there  was  no  legislative  act  passed  authorizing  auytliiug  of  tlie  idnd, 
either  in  Great  Britain,  France,  or  Italy, 

Mr.  WAfiswcmfH.  I  do  not  nndi^^ftand  that  any  of  these  countries  question 
in  any  way  the  vaUdUy  of  these  obligaSonB ;  I  have  never  heard  a  word  abont 
that, 

Mr.  (iRKEN.  AVho  made  this  contract,  with  reference  to  the  interest — the  5 
per  cent  interest — which  I  heard  mentioned? 

Mr;  Wamwobth.  It  was  aos^ted  by  these  same  represaitatites  who  were 
here  r^i^es^tttig  tiie  fbrefgn  Governments. 
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The  Chairman.  The  r^reeentatlYeB  who  etgned       cMlgati^a  of  the  for- 
eign Governiiieuls? 
Mr,  A\  ADSwoRTH.  Yes. 

Mr.  Green.  Is  there  any  written  statement  to  liiat  effect? 

Mr.  Waoswobth.  We  were  diseossing  that  a  moment  ago,  and  I  think  th^ 
Is;  bnt  there  is  ample  evidence  in  the  form  of  general  discussions,  held  at  tiie 
time  these  loaus  were  made  and  at  the  time  the  rate  was  raised,  to  the  effect 
that  the  rate  is  5  per  cent,  and  iliey  have  r';nd  it  at  tlie  rate  of  5  per  cent  in 
certain  oases.  They  accepted  tiie  rate  and  paid  the  money. 

Mr.  Gbsxn.  Who  paid  the  interest? 

jMr.  AVadsworth,  Paid  to  the  United  States. 

lSh\  Green.  But  what  Governments  hare  paid  the  interest? 

Mx,  Fkfar.  That  appears  here. 

Mr.  AA'AUiswuKTH,  I  read  that  list  a  moment  ago.  Belgium,  Czechoslovakia, 
France,  Great  Britain,  Italy,  Liberia,  Ilumania,  Russia,  and  Serbia.  That  is  on 
page  58  of  the  Treasurer's  annual  report  of  last  year  and  it  is  in  the  hearings 
of  the  Finance  Committee  of  the  Senate. 

Mr.  l^'nEAR.  This  iifterest  was  pnid  to  May  15.  3019,  on  obligations  of  France, 
Italy,  Bel;;ir.m,  Rumjinia,  Serbia,  and  Czechoslovakia.  What  was  the  reason 
that  the  interest  payments  were  stopped  at  that  time,  if  you  know? 

Mr.  Wabsworth.  They  were  stopped  in  connection  with  this  negotiation 
that  was  going  on  for  the  funding  of  these  debts,  as  laid  before  this  committee 
by  Secretary  (JJas^  in  a  letter  of  December  18,  1919.  He  wrote  this  committee 
a  lettiM'  and  cutlinea  the  plan  which  lie  was  then  trying  to  work  out  for  fund* 
ing  tlie  debts. 

Mr.  Fbeab.  That  is  over  two  years  ago.  The  interest  was  paid  before  that 
without  any  effort  to  fund  the  debts,  and  I  was  wondering  why  since  that  dme 
no  eltort  has  been  made — or  has  there  been  an  efEort^nade  to  iKcure  inteiest 

from  tlu'Se  Governments,  or  any  of  them? 

StM-rt'tary  Mellon.  You  understand  that  in  those  negotiations  there  was  an 
understanding,  and  that  these  Governments  were  advised  that  the  interest  would 
be  def^red  for  two  or  three  years. 

Mr.  Chandler.  Mr.  Secretary,  I  understand  that  a  short  time  ago  this  Ctov- 
emment  paid  Gr*  t  f  Britain,  in  settlement  of  certain  claims  that  they  had 
a??ainst  this  Government,  fifty-odd  million  dollars.  Can  you  tell  US  why  that 
was  not  applied  to  Great  Britain's  obligations  to  this  country? 

Seci'etary  MeujON.  That  was,  I  think,  $32,000,000,  was  it  not? 

Mr.  Wadswobth.  Yes. 

Secretary  Mellon.  There  were  ITalances  between  the  two  Governments— Great 
Britain  and  our  (Tovornnieiii — and  there  was  an  understanding  by  which  the 
balances  arising  from  the  transportation  of  troops,  etc.,  should  be  paid  by  each 
Govi»rnmeut  ui)uu  the  rendering  of  accounts;  and  Great  Britain  in  every  case 
paid  the  daims  that  were  made  upon  her  and  our  Government  in  each  case 
made  payment  of  the  claims  of  the  British  Government,  so  that  there  was  no 
occasion  then  to  asic  that  it  be  applied  on  the  debt.  That  custom  had  been  run- 
ning t'(fr  sonie  time,  and  there  were  indebtednesses  for  supplies,  etc.,  of  Great 
Britalii  to  our  Government,  and  tliere  was  an  indebtedness  of  our  Government 
to  Great  Britain  for  tlie  transportation  of  troops  and  for  purchases  abroad. 
Now,  in  all  of  those  cases  they  were  settled  without  regard  to  this  standing 
indebtedness,  and  that  particular  $32,000,000  was  account  that  came  up  in 
that  way,  and  tliero  was  to  that  extent.  T  was  going  to  say,  an  obligation.  We 
could  have  insisted  tliat  tliat  amount  l)e  applied,  but  it  would  liave  been  break- 
ing an  understanding  which  had  been  arrived  at,  and  Great  ^Britain  had  paid 
promptly  every  claim  of  this  Government  that  was  made  in  respect  to  those 
current  arising  obligations. 

Mr.  Chandlek.  There  has  been  a  great  deal  of  criticism  in  the  press  over 
making  this  payment  while  Great  Britain  owes  us  so  much  money,  and  there 
seem  to  have  been  no  reasons  given  to  the  public  as  to  why  this  payment  was 
made,  and  I  thought  I  would  bring  it  out  here. 

Secretary  Mellon.  If  you  should  take  the  record  of  the  transactions  between 
the  two  Governments  for  the  peiiod  before  that  you  would  see  that  it  would 
have  been  a  sort  of  breach  of — I  was  going  to  say  fair  dealing — but  it  would 
have  l)een  contrary  to  tlie  understanding.  They  had  made  their  payments 
prcnjptly,  and  large  payments,  too,  and  our  Government  had  been  accustomed 
to  paying  them  the  payments  on  ttiat  side.  They  might  have  arranged  to 
set  off  one  against  the  other,  and  gone  on,  and  then  in  the  end  there  would 
ime  been  a  balance  which  naight  have  been  settled  against  this  indebtednessi 
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Imt  the  custom  was  the  other  way  and,  therefore,  when  it  caufe  to  that  particular 
item  of  $S2,000,000,  there  was  no  reason  for  holding  back  paymratt  because 
they  were  really  entitled  to  it. 
Mr.  Gbekn.  Was  there  any  laige  sum  due  &om  England  to  us  on  an  account 

•of  that  kind? 

Secretary  Mellon.  There  were  large  sums  due  from  England  that  had.  been 

paid  by  England,  and  at  that  same  time  

Mr.  Green  (interposing).  For  what  purpose? 

Secretary  Mellon.  AVell  for  instance,  at  the  time  that  $824XM),000  was  paid 
there  was  a  claim  of  the  Shipping  Board  against  England  that  had  not  been 
adjusted.  The  Shipping  Board  claimed  about  $12,000,000  and  Great  Britain 
Ejected  to  some  of  the  charges  and  they  had  not  adjusted  it  I  do  not  know 
whether  that  has  been  settled  yet  or  not,  but  Gr&t  Britain  was  ready  to  pay 
the  Shipping  Board,  although  the  accounts  had  not  yet  been  adjusted. 

Mr.  Green.  I  understood  you  to  say  that  Great  Britain  had  paid  some  large 
sums  and  the  query  arose  in  my  mind  as  to  what  they  were  for. 

Secretary  Mbllon.  I  do  not  know  particularly,  but  she  had  promptly  met 
the  claims  of  this  Government  There  were,  as  I  nnden^snd,  war  mat^als 
and  certain  things  ttiat  Great  Britain  had  to  pay  for,  and  we  paid  Great  Britain 
large  sums. 

Mr.  GuEEN.  AVe  bought  voiy  largo  quaiitities  of  Great  Britain? 

Secretary  Mellon.  Yes.  And  then,  again,  $82,000,000  as  against  over  $4,000,- 
•000,000  represents  a  small  item.  There  had  been  this  custom  of  paying  these 
balances  between  the  two  Governments,  and  there  did  not  seem  to  be  any  occa- 
sion to  insist  upon  this  payment.  Great  Britain  has  not  refused  to  pay.  For 
instance,  if  we  should  Sfiy  that  she  should  pay  the  interest,  slie  would  pay  the 
interest.  It  just  happened  that  in  the  course  and  custom  of  dealings'  that 
$32,000,000  was  due  Great  Britain,  and  according  to  the  custom  observed  in 
such  transactions,  it  was  payable. 

Mr.  CoLLTEP..  When  was  that  amount  paid? 

Secretary  Mellon.  That  was  paid  some  months  ago. 

Mr.  Wadsworth.  I  think  it  was  paid  in  Jime.  There  was  a  final  accomiting 
between  tlie  British  ministry  of  shipping  and  the  War  Department  for  the 
trani^rtotion  of  troops,  and  this  pa^aent  was  made  upon  flie  final  dean-up 
of  accounts.  Great  Britain  had  paid  substantial  sums  to  the  War  Department, 
and  the  War  Department  had  paid  substantial  sums  to  the  British  ministry 
of  shipping.  Finail^^  they  adjusted  their  accounts  and  this  hnal  paymmt  was 
made. 

Mr.  CoLLZEat.  You  do  not  expect  that  it  will  be  very  long  before  we  will  be 
receiving  interest  paymrats  from  both  Great  Britain  and  Fiance? 

Secretary  Mellon.  No,  sir;  we  think  that  it  will  all  work  out  Those  coun- 
tries are  becoming  rehabilitated;  they  are  at  work,  and  a  new  generation  is 
gi'owing  up.  Their  alfairs  are  getting  into  better  shape,  and  I  have  not  any 
doubt  that  all  of  the  debts  ol.  those  leading  countries  will  become  very  sub- 
4Btantial  securities  that  will  be  available  to  this  country. 

Mr.  CoLLTER.  The  debts  ct  t&ose  two  countries  repres^t  about  60  eent  of 
all  the  indebtedness? 

Secretary  Mellon.  I  have  no  d<)u]>t  that  in  the  case  of  most  of  those  minor 
countries,  as  time  goes  on,  their  affairs  will  be  adjusted,  and  that  eventually 
their  d^ts  will  be  collectible. 

Idr.  Coujsm,  The  debts  of  those  two  countries.  Great  Britain  and  France* 
represent  over  60  per  cent  of  the  entire  indebtedness,  do  Uiey  not? 

Secretary  Mejxon,  Yes, 

Mr,  Collier.  Then,  Italy  is  iu  pretty  good  condition,  or  is  getting  into  good 
•condition,  is  she  not? 

Secremry  Mellon,  Yes ;  and  Belgium  is  also. 

Mr.  Collier.  The  debts  of  those  four  countric^s  represwit,  in  round  numbm^ 
:80  per  cent  of  the  entire  indebtedness,  do  they  not? 

Secretary  Mellon.  The  indebtedness  vf  those  i'uur  countries,  iiirludlng  B^- 
glum,  represents  over  $9,000,000,000,  or  nineteenths  of  the  whole. 

Mr.  Fbkab.  Counting  the  accrued  Interest,  the  amount  runs  to  a  little  over 
:$11,000,000,000? 

Secretary  Mellon.  Yes. 

INlr.  Freak.  I  omitted  to  ask  you  in  regard  to  the  record  in  the  case  of  Mr. 

Bathboue. 
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Mr.  Wadswobth.  That  is  in  the  Senate  record. 

Mr.  Fbeak.  Can  you  tell  me  in  which  one  of  the  d<)cuments?  I  have  looked 
for  it,  hut  failed  to  find  it  in  tlie  pamphlets  handed  me  l)y  the  clerk.  Where 
is  Mr.  HatliV.one  n<nv?  As  I  understand  it,  he  went  to  Europe  to  try  to  negotiate 
a  settlement.   He  is  not  with  the  tlepurtnieut  nowV 

Mr,  Wadswobth.  No,  sir ;  he  retired  two  years  ago. 

Mr.  Pbeab.  He  is  living  in  this  country  now? 

:\Ir.  Wadsworth.  Yes,  sir;  I  think  he  is  in  New  York  mostly. 

Mr.  Fkear.  H«  is  a  New  York  husiness  man? 

Mr.  Wauswoktii.  He  is  practicing  law. 

Mr.  FiiEAn.  Exlilbit  No.  2  and  Exhibit  No.  3  cover  the  Rathbone  corre^n- 
dence? 

Mr.  Wadswobth.  Yes,  sir.* 

The  Chairman.  You  are  Jjoing  to  furnish  us  certain  statistics  and  dorr^ 
spondence  that  were  referred  to  awhile  ago  fur  insertion  in  the  record. 
Mr.  Wadsworth.  As  to  the  o  per  cent? 
The  Chairman.  Yes. 

Mr.  Wadswobth.  That  will  be  furnished. 

The  CHAIR^^A^r.  And  the  autbority  for  that,,  whatever  it  may  be,  so  that  it 

'  may  l)e  included  as  a  part  of  the  record. 
iThe  mutter  referred  to  is  as  follows:) 

TeEASURY  1  >i:eA};TMKNT. 

Washiiif/ton,  Octohcr  /j.  n),il. 

Deab  Mr.  For.D>;EY  :  In  accordance  with  the  understanding^  at  tiie  meeting- 
of  the  Committee  on  Ways  and  Means  tliis  morning,  I  quote  below  liuvt  of  a 
letter  written  October  31,  1918,  by  Mr.  Albert  Rathbone,  then  Assistant  Secre- 
tary of  the  Treasury,  to  Mr.  Andre  Tardieu,  French  hi^h  commissioner  in  the 
United  States.  This  is  rather  a  long  letter  analyzin,:r  tlie  amount  of  interest 
due  at  t]int  time  by  tlie  French  Government.  The  ti^nires  cniitained  tberein 
are  immatt^rial.  The  part  relathig  to  the  rate  of  interest  which  was  to  be  paid 
upon  the  indebtedness  of  France  to  the  United  States  is  us  follows: 

October  31,  1918. 

Dbab  Mb.  Taboibit:  ♦  *  *  In  Mr.  lieffingwell's  letter  before  mentioned 
he  stated  that  it  was  hoped  that  the  rate  to  be  borne  from  May  15,  1918,  by 

all  the  short-time  oblij?ations  of  your  Government  held  by  the  United  States- 
would  shortly  be  determined.  The  matter  of  the  rate  to  be  borne  for  said 
period  on  said  obligations  has  received  the  careful  consideration  of  the  Sec- 
retary of  the  Treasury.  In  view  of  the  tax  exemption  features  of  the  United 
States  bonds  which  have  been  issued  providing  the  moneys  which  have  been 
loaned  to  allied  Governments,  and  the  other  costs  attendant  upon  the  raising 
of  this  money,  the  conclusion  has  been  reached  that  taken  as  an  entirety  the 
cost  of  this  money  to  the  United  States  is  approximately  5  per  cent.  The  Sec- 
retary of  the  Treasury  is  of  the  opinion  that  the  interest  on  the  obligations  of 
the  allied  Governments  should  be  sufficient  to  reimburse  the  United  States  the 
cost  of  the  money  loaned  to  the  allied  Governments.  Accordingly,  the  interest 
due  November  lo.  1018,  f(^r  the  previous  six  months  on  the  various  obliirntions 
of  your  Govornmeni  now  held  or  hereafter  acquired  during  said  period  by 
the  United  States  wiU  be  comi>uted  so  as  to  return  interest  on  the  entire 
amount  at  the  rate  of  5  per  cent  per  annum.  It  is  unnecessary  therefore  In 
figuring  such  interest  to  state  the  amount  of  United  States  3*  per  cent  Liberty 
bonds  converted  into  4  per  cent  bonds  and  4^  per  cent  bonds,  or  the  ai^punt 
of  the  4  per  cent  bonds  converted  into  the  4i  per  cent  bonds. 

Hi  a:  it:  *  *  * 

The  ohlij^ations  of  your  Government  now  held  by  the  United  States  or  ac- 
quired by  it  between  October  31  and  November  15  next  shall  continue  to  bear 
interest  at  the  rate  of  5  per  cent  unless  and  until  notice  is  giv«i  to  the  con- 
trary. 

«  *  ♦  *  *  «  « 

AuusRx  Rathbosts. 

Mr.  Andre  Tardteu, 

French  High  Commisaionek',  Washington,  D.  C. 
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Under  date  of  November  8,  1918,  Mr.  Tardieu  relied  in  accordance  with  the 
following: 

Republique  Feancaise, 
Washington^  D.  C,  November  1918. 

lir,  Albert  Rathbone, 

Assistant  Secretary  of  the  Treasury,  Washington,  D.  C. 

My  Dear  Ms.  Rathbone:  I  beg  to  acknowledge  receipt  of  your  letter  of 
October  81,  received  by  me  on  Novembw  6. 

I  take  note  that  my  Government  is  entitled  to  a  sum  of  $18,803.45  as  adjust* 

ment  for  the  excess  of  interest  paid  on  May  15,  1918,  and  I  agree  upon  having 
this  amount  credited  on  account  of  the  interest  for  the  six  mouths'  p^od  wliich 
will  become  due  November  15. 

I  also  take  note  that  the  Secretary  of  the  Treasury  is  of  the  opinion  that  the 
interest  on  the  obligations  of  the  allied  Oovemments  should  be  sufficient  to 
reimburse  the  ITnited  States  for  the  cost  of  the  money  loaned  to  the  allied  (3ov- 
ernments,  and  that  accordinp:ly,  the  hiterest  due  November  15,  1918,  will  be  com- 
puted so  as  to  return  interest  on  the  entire  amount  at  the  rate  of  5  per  cent 
per  annum.    I  informed  my  Government  by  cable  of  this  decision, 

I  am,  my  dear  Mr.  Bathbone, 
Very  truly,  yours^ 

T  Simon, 
For  the  High  Commissioner. 

I  find  that  a  letter  of  practically  the  same  tenor  was  sent  at  about  this  time 
to  the  following  countries:  Rel.uium,  Groat  Britain,  Italy,  Russia,  Serbia. 

All  obligations  received  subsequent  to  October  31,  1918,  from  foreign  Govern- 
ments for  advances  made  by  the  United  States  Treasury  bear  interest  at  the 
rate  of  5  per  cent  per  annum. 

The  terms  set  forth  by  the  Treasury  on  the  rate  of  interest  wwe  recognised 
by  letters  from  representatives  of  these  Governments. 

Further  than  this  the  accrued  interest  as  of  April  15  and  May  15,  1919,  was 
figured  at  5  per  cent  and  each  of  the  Governments  paying  interest  on  those  dates 
accepted  this  rate. 

Vei^  truly,  yours, 

EuoT  Wadswobth, 
Assistant  Secretary, 

The  Chairman.  If  there  is  nothing  else  the  committee  will  stand  adjourned* 
(Thereupon  the  committee  adjourned.) 
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